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DUAL ELIGIBLES: UNDERSTANDING THIS
VULNERABLE POPULATION AND HOW TO
IMPROVE THEIR CARE

TUESDAY, JUNE 21, 2011

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HEALTH,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to call, at 2:04 p.m., in room
2322 of the Rayburn House Office Building, Hon. Joe Pitts (chair-
man of the subcommittee) presiding.

Members present: Representatives Pitts, Burgess, Whitfield,
Shimkus, Latta, Lance, Cassidy, Guthrie, Upton (ex officio),
Pallone, Christensen, Markey, and Waxman (ex officio).

Staff present: Howard Cohen, Chief Health Counsel; Andy
Duberstein, Special Assistant to Chairman Upton; Paul Edattel,
Professional Staff Member, Health; Julie Goon, Health Policy Advi-
sor; Kirby Howard, Legislative Clerk; Debbee Keller, Press Sec-
retary; Peter Kielty, Senior Legislative Analyst; Ryan Long, Chief
Counsel, Health; Carly McWilliams, Legislative Clerk; Jeff Mortier,
Professional Staff Member; Katie Novaria, Legislative Clerk; John
O’Shea, Professional Staff Member, Health; Monica Popp, Profes-
sional Staff Member, Health; Andrew Powaleny, Press Assistant;
Heidi Stirrup, Health Policy Coordinator; Lyn Walker, Coordinator,
Admin/Human Resources; Tom Wilbur, Staff Assistant; Alli Corr,
Democratic Policy Analyst; Tim Gronniger, Democratic Senior Pro-
fessional Staff Member; Purvee Kempf, Democratic Senior Counsel,
and Karen Nelson, Democratic Deputy Committee Staff Director
for Health.

Mr. PITTs. The subcommittee will come to order. The chair recog-
nizes himself for 5 minutes for an opening statement.

OPENING STATEMENT OF HON. JOSEPH R. PITTS, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH
OF PENNSYLVANIA

Dual eligibles, those individuals who are eligible for both the
Medicare and Medicaid programs, are one of our sickest, poorest,
most costly and most vulnerable populations. If we are to simulta-
neously improve and lower the cost of their care, we must do a bet-
ter job at integrating Medicare and Medicaid benefits and services.

Dual eligibles are unique. While more than half of dual eligibles
live below the poverty line, only 8 percent of Medicare-only bene-
ficiaries have incomes below the poverty line. Nineteen percent of
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dual eligibles live in an institutional setting, while only 3 percent
of Medicare-eligible-only individuals live in such a setting. They
are also more likely to be hospitalized, to go to emergency rooms,
and to require long-term care than other Medicare beneficiaries.

According to the Centers for Medicare and Medicaid Services,
more than 9 million people fall into the dual-eligible category.
Forty-three percent of them have at least one mental or cognitive
impairment, while 60 percent have multiple chronic conditions.

According to the Kaiser Family Foundation, dual eligibles, who
make up only 15 percent of Medicaid enrollment, consume 39 per-
cent of total Medicaid spending. Additionally, in 2005, the Medicare
and Medicaid programs spent an average of $20,000 per dual eligi-
ble, almost five times greater than the average amount spent on
other Medicare beneficiaries.

These individuals, who have fewer resources and more com-
plicated health care needs, face the added struggle of trying to
navigate both Medicare and Medicaid. Medicare covers their basic
acute health care services and prescription drugs, and Medicaid
fills in the gaps. Medicaid generally pays the Medicare Part B pre-
mium and the cost sharing for Medicare services. For some, Med-
icaid also covers various benefits not covered by Medicare, includ-
ing long-term care supports and services, dental care, eyeglasses,
and other benefits.

Each State determines its own eligibility standards and which
benefits will be provided to Medicaid beneficiaries. So, we are able
to watch various States experiment with different models and de-
signs to better align the care of dual eligibles. Currently, 15 states
have been selected to receive funding, data and technical assistance
from CMS to develop a more coordinated model of care for dual eli-
gibles.

We can improve the quality of care that dual eligibles receive.
We can make their care more efficient and easier for them to navi-
gate. We can do all this while lowering costs to both the federal
government and the beneficiary.

I look forward to hearing from our witnesses today about which
models are being tried in the States and what we have learned so
far.

[The prepared statement of Mr. Pitts follows:]
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Opening Statement for Rep. Joe Pitts
Energy and Commerce Subcommittee on Health
Hearing on “Dual-Eligibles: Understanding This Vulnerable Population and
How to Improve Their Care”
June 21, 2011
(Remarks Prepared for Delivery)

Dual eligibles, those individuals who are eligible for both the Medicare and Medicaid programs,
are one of our sickest, poorest, most costly, and most vulnerable populations.

If we are to simultaneously improve and lower the cost of their care, we must do a better job at
integrating Medicare and Medicaid benefits and services.

Dual cligibles are unique.

While more than half of dua} cligibles live below the poverty line, only 8 percent of Medicarc-
only beneficiaries have incomes below the poverty line.

Ninetcen percent of dual eligibles live in an institutional setting, while only 3 percent of
Medicare-cligible only individuals live in such a setting.

They are also more likely to be hospitalized, to go to emergency rooms, and to require long-term
care than other Medicare beneficiarics.

According to the Centers for Medicare and Mcdicaid Services, more than 9 million people fall
into the dual eligible category. Forty-three percent of them have at least one mnental or cognitive
impairment, while 60 percent have multiple chronic conditions.

According to the Kaiser Family Foundation, dual eligibles — who make up only 15 percent of
Medicaid enroliment — consume 39 percent of total Medicaid spending.

Additionally, in 2005, the Medicare and Medicaid programs spent an average of $20,000 per
dual eligible — almost five times greater than the average amount spent on other Medicare
beneficiaries.

These individuals, who have fewer resources and more complicated health care needs, face the
added struggle of trying to navigate both Medicare and Medicaid.

Medicare covers their basic acute health care services and prescription drugs, and Medicaid fills
in the gaps. Medicaid gencrally pays the Medicare Part B premium and the cost-sharing for
Medicare services.

For some, Medicaid also covers various benefits not covered by Medicare, including long-term
care supports and services, dental care, eycglasses, and other bencfits.
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Each state determines its own eligibility standards and which benefits will be provided to
Medicaid beneficiaries. So, we are able to watch various states experiment with different models
and designs to better align the care of dual eligibles.

Currently, 15 states have been selected to receive funding, data, and technical assistance from
CMS to develop a more coordinated model of care for dual eligibles.

We can improve the quality of care that dual eligibles receive. We can make their care more
efficient and easier for them to navigate. We can do all this while lowering costs to both the
federal government and the beneficiary.

Ilook forward to hearing from our witnesses about which models are being tried in the states and
what we have learned so far.

i
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Mr. P1TTs. At this time I will yield the remaining time to the vice
chairman, Dr. Burgess.

OPENING STATEMENT OF HON. MICHAEL C. BURGESS, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BURGESS. Thank you, Mr. Chairman.

In no other area is the lack of coordination at the federal level
more apparent than when we deal with people who are dually eligi-
ble for Medicare and Medicaid. Studies of the population make it
clear that Medicaid is actually 56 separate programs administered
by the States and territories in the context of duals. It sometimes
becomes a game of hot potato.

Data suggest that duals are sicker when they are hospitalized,
that their costs are almost 10 percent greater, and they have more
episodes of avoidable hospitalization. It is a symptom of no one
being held accountable for their care. Certainly, better alignment
of Medicare and Medicaid is needed.

Now, unfortunately, ACOs, accountable care organizations, that
may have provided a model and a good place to start, it seems that
once again the bureaucracy has killed any such hope for that hap-
pening. The rule that was produced on ACOs was virtually unintel-
ligible and most large groups that thought themselves to be ACOs
have now moved away from this.

You want to drive cost savings with better care. This is a prob-
lem that really we could solve. Fifteen percent of Medicaid enroll-
ees are duals and they account for almost 40 percent of the pro-
gram’s spending. The old Willie Sutton law, you rob banks because
that is where the money is, clearly it should apply here. And these
patients are fully covered by Medicare and the entire Medicare
benefits package and still they are five times costlier. These are pa-
tients that are defined. We know where they are. We know who
they are. We know when they are accessing care and why they are
accessing it, and yet for some reason we lack the fundamental
amount of consistency for coordinating their benefits.

I rarely find myself agreeing with Ezra Klein and the Wash-
ington Post, but I did last week when he talked about the fact that
this was an idea whose time has come. What I don’t understand
is why it takes an entirely new federal agency when CMS has had
broad waiver authority and demonstration authority for years to
take care of this problem.

I will yield back the balance of my time.

Mr. PirTs. The chair thanks the gentleman and recognizes the
ranking member of the subcommittee, Mr. Pallone, for 5 minutes.

OPENING STATEMENT OF HON. FRANK PALLONE, JR., A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER-
SEY

Mr. PALLONE. Thank you, Mr. Chairman.

I really welcome today’s hearing on a critical issue: the coordi-
nating and improving of health care of those dually eligible for
Medicare and Medicaid programs, otherwise known as dual eligi-
bles, and I appreciate my colleagues for working with us in pre-
paring this hearing and look forward to our discussion. This is an
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area of our health care system that I think has potential for effec-
tive change.

The reality is that dual eligibles are a vulnerable population.
Their care is both costly and frequently uncoordinated, which is re-
sulting in poor outcomes in many cases. In total, there are 9.2 mil-
lion Americans who rely on both Medicare and Medicaid. Mean-
while, they are significantly poorer and tend to have extensive
health care needs. Overall, they are also more likely to suffer from
chronic conditions such as heart disease, pulmonary disease, diabe-
tes and Alzheimer’s disease, and as such, their care is complicated
and too often they are not receiving the patient-centered care they
need and that they deserve.

In addition, dual eligibles represent less than 20 percent of the
Medicare and Medicaid programs but bear the responsibility for a
significant amount of the programs’ expenses. In fact, in 2007, they
comprised only 15 percent of enrollees but represented 39 percent
of Medicaid spending and their medical costs were more than six
times higher than non-disabled adults in Medicaid. Meanwhile, in
Medicare, they represent 16 percent of enrollees and 27 percent of
expenditures. Compared to all other Medicare enrollees, the health
costs are nearly five times as great.

These are powerful numbers that demonstrate if we can improve
care coordination and make life better for these individuals, there
is also an opportunity for savings. That is why, in passing the Af-
fordable Care Act, we created the Federal Coordinated Health Care
Office at the Department of Health and Human Services, otherwise
known as the Medicare-Medicaid Coordination Office. Its mission is
to gain some much-needed efficiency within the system for this
group of beneficiaries.

I must admit, the timing of the coordinated office, as well as to-
day’s hearing, couldn’t be better. Congress and this committee are
increasingly concerned about the rising cost of Medicare health
care coverage for the 45 million elderly and disabled Americans
and Medicaid’s 55 million poor patients. So what better place to ex-
plore, understand and address than the sickest and most expensive
populations to cover. But we mustn’t set a price tag on their care
nor should we shape policy with the goal of only saving money.

It is clear we have some real big challenges, yet some real big
opportunities in providing care for dual eligibles. So I look forward
to hearing from our expert panel today, and I would specifically
like to welcome Ms. Melanie Bella, the head of the new coordinated
office. I know that she has a long history of aiming to restructure
the services of dual eligibles, so I look forward to hearing about her
innovative work.

I also look forward to hearing about the successful efforts rep-
resented here today by the different panelists. I hope we can hear
some new ways Congress can be helpful in addressing what has
been a longstanding problem facing our health care system.

And I yield back, Mr. Chairman. Thank you.

[The prepared statement of Mr. Pallone follows:]
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The Honorable Frank Pallone, Jr.
House Energy and Commerce Subcommittee on Health Hearing

“Dual-Eligibles: Understanding This Vulnerable Population and How to
Improve Their Care”

Opening Statement

June 21, 2011

Thank you, M. Chairman. | really welcome today’s hearing on a critical
issue — the coordinating and improving of health care of those dually eligible
for Medicare and Medicaid programs, otherwise known as “dual-eligibles.” 1
appreciate my colleague for working with us in preparing this hearing and i
look forward to our discussion. This is an area of our health care system that

1 think has potential for effective change.

The reality is that duai-eligibles are a vuinerable population. Their care
is both costly and frequently uncoordinated, which is resulting in poor

outcomes. In total, there are 9.2 million Americans who rely on both
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Medicare and Medicaid. Meanwhile, they are significantly poorer and tend
to have extensive health care needs. Overall, they are also more likely to
suffer from chronic conditions such as heart disease, puimonary disease,
diabetes and Alzheimer’ disease. As such, their care is complicated and too
often they are not receiving the patient-centered care they need and

deserve.

In addition, dual-eligibles represent less than 20-percent of the
Medicare and Medicaid programs but bear the responsibility for a significant
amount of the programs’ expenses. In fact, in 2007, they comprised only 15-
percent of enrollees but represented 39-percent of Medicaid spending and
their medical costs were more than six times higher than non-disabled adults
in Medicaid. Meanwhile, in Medicare they represented 16-percent of
enrollees and 27-percent of expenditures. Compared to all other Medicare

enrollees, the health costs are nearly five times as great.
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These are powerful numbers that demonstrate if we can improve care
coordination and make life better for these individuals, there is also an
opportunity for savings. That is why, in passing the Affordable Care Act, we
created the Federal Coordinated Health Care Office at the Department of
Health and Human Services — otherwise known as the Medicare-Medicaid
Coordination Office. Its mission is to gain some much-needed efficiency

within the system for this group of beneficiaries.

So, | must admit, the timing of the Coordinated Office, as well as
today’s hearing couldn’t be better. Congress and this Committee are
increasingly concerned about the rising cost of Medicare health care
coverage for the 45 million elderly and disabled Americans and Medicaid’s 55
million poor patients. So what better place to explore, understand and
address than the sickest and most expensive populations to cover. But we
mustn’t set a price tag on their care nor should we shape policy with the goal

of only saving money.
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It's clear we have some real big challenges, yet some real big
opportunities in providing care to dual-eligibles. So, | look forward to hearing
from our expert panel today. 'd specifically like to welcome Ms. Melanie
Bella, the head of the new Coordinated Office. | know you have a long
history of aiming to restructure the services of dual-eligibles, so | look

forward to hearing about your innovative work.

| also look forward to hearing about the successful efforts represented
here today. | hope that we will hear about some new ways Congress can be
helpful in addressing what has been a long-standing problem facing our

health care system

Thank you.
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Mr. PrrTs. The chair thanks the gentleman and recognizes the
full committee chairman, Mr. Upton, for 5 minutes.

OPENING STATEMENT OF HON. FRED UPTON, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF MICHIGAN

Mr. UpTrON. Well, thank you, Mr. Chairman.

According to CMS, more than 9 million Americans qualify for
both Medicare and Medicaid, including at least 257,000 in Michi-
gan.

I want to thank our two panels this afternoon for agreeing to
share their expertise in serving this vulnerable population, often
referred to as dual eligibles. We look forward to hearing your per-
spective on the health care needs and the barriers that currently
prevent them from properly navigating the health care system.

This hearing is important for two key reasons. First, we must
better understand the distinctive behavioral and physical health
care complexities associated with the dual-eligible population. And
second, we need to better understand what is currently being done
to help these individuals navigate the health care system. By the
end of the hearing, we should be able to identify what initiatives
exist to effectively integrate care for dual-eligible populations, what
coordination models are working, what prevents these effective
models from expanding, and building on the positive efforts already
underway, we must also look for ways to modernize the current
structure so these individuals are ensured access to quality health
care with less red tape.

Most Americans have uniform coverage that guides them
through the complex health care system, but for the dual eligible,
that process is more complicated because they have to navigate the
waters of two different entitlement programs that offer different
benefits and cover different services and providers. Because of that
segmented structure, we have come to learn that dual eligibles
have difficulty identifying where to access good, quality care. Not
surprisingly, they frequently end up in the ER, which is harmful
to both patients and taxpayers, who end up with the costly bill for
preventable hospitalizations.

Again, we welcome you, and I yield the balance of my time to Dr.
Cassidy.

[The prepared statement of Mr. Upton follows:]
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Chairman Fred Upton
Subcommittee on Health Hearing
“Dual-Eligibles: Understanding This Vulnerable Population and How
to Improve Their Care.”
Tuesday, June 21, 2011

According to the Centers for Medicare & Medicaid Services (CMS),
more than 9 million Americans qualify for both Medicare and Medicaid-
including at least 257,000 Michigan residents.

I want to thank our two panels this afternoon for agreeing to share their
expertise in serving this vulnerable population often referred to as “dual-
eligibles.” We look forward to hearing your perspective on their health
care needs and the barriers that currently prevent them from properly
navigating the health care system.

I believe this hearing is important for two key reasons.

First, we must better understand the distinctive behavioral and physical
health care complexities associated with the dual-eligible population.

According to CMS, 60 percent of dual-eligibles have multiple chronic
conditions and 43 percent have at least one mental or cognitive
impairment. Dual-eligibles are clearly unique in their health care needs
and as we design a model to improve their care, we must remember their
vulnerabilities.

Second, we need to better understand what is currently being done to
help these individuals navigate the health care system. By the end of this
hearing, we should be able to identify what initiatives exist to effectively
integrate care for the dual-eligible population, what coordination models
are working, and what prevents these effective models from expanding.
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Building on the positive efforts already underway, we must also look for
ways to modernize the current structure so these individuals are ensured
access to quality health care with less red tape.

Most Americans have uniform coverage that guides them through the
complex health care system. For the dual-eligible, that process is more
complicated because they must navigate the waters of two entitlement
programs that offer different benefits and cover different services and
providers.

Because of this segmented structure, we have come to learn that dual-
eligibles have difficulty identifying where to access care. Not
surprisingly, they frequently end up in the emergency room, which is
harmful to both the patient and taxpayers who end up with the costly bill
for preventable hospitalizations.

I hope this hearing will provide every member the opportunity to learn
more about this vulnerable population so that we can identify policy
solutions that will improve their care while also reducing unnecessary
costs.
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OPENING STATEMENT OF HON. BILL CASSIDY, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF LOUISIANA

Mr. CAssiDY. Thank you, Chairman Pitts.

Medicare and Medicaid are important programs that are unfortu-
nately unsustainable in their current form. Medicare, per the actu-
aries who run the program, is going bankrupt in 10 years hastened
by $500 billion extracted from it by Obamacare. Medicaid is bank-
rupting States, and this was before the Obamacare mandates that
usurp States’ rights.

Now, as a doctor who teaches, who still teaches and treats the
uninsured in a public hospital, though, my primary concern is pa-
tient welfare, and fortunately, there is an opportunity for improve-
ment. As we know, dual eligibles oftentimes have poor outcomes.
Now, Republican have proposed freeing States from the rigid Med-
icaid rules, which make it difficult to coordinate benefits between
Medicaid and Medicare. We have also put forward a plan to save
Medicare from bankruptcy, to preserve Medicare as it has been
known for those who are on it, and to preserve it for those who will
be on it. Now, saving Medicare from bankruptcy is important for
all Americans, all senior citizens, but particularly for dual eligibles.

Now, unfortunately, under the current situation, Medicare pro-
vides incentives to treat patients in one way and it provides Medi-
care incentives to treat patients in another way, and these dueling
incentives oftentimes lead to poor patient outcomes. This is the
problem of large bureaucracies trying to dictate what happens to
a patient in the patients’ exam room. We can do better.

So despite the fact that Medicare and Medicaid spend dispropor-
tionate amounts upon dual-eligible patients, again, their outcomes
are poor, and this is actually the most important issue. Now, we
should note that we shouldn’t take the policy of do nothing for
short-term political gain and kick this issue of Medicare’s fiscal sol-
vency as an issue down the road. We have got to address it now.

I am very interested in the perspectives presented here today. I
have had the pleasure to speak with Ms. Bella. She is knowledge-
able. I just look forward to it. Similarly, the perspective of the
PACE providers and the States. I will say the Office of Dual Eligi-
bles, I kind of like that. It is the one provision of Obamacare I ap-
plaud. As we say in the South, even a blind hog finds an acorn
every now and then.

I yield back.

Mr. PirTs. The chair thanks the gentleman and recognizes the
ranking member of the full committee, Mr. Waxman, for 5 minutes
for an opening statement.

OPENING STATEMENT OF HON. HENRY A. WAXMAN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Mr. WaAXMAN. Thank you very much, Mr. Chairman.

As observers of this hearing will note that by and large whether
you are a Democrat or a Republican, we care about this issue and
this is a hearing where we have collaborated in providing panels
that will give us the best information on how we can address the
problems that are unique to the people who are dual eligibles, or
both on Medicare and Medicaid.
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This has been a major issue facing both programs. By design,
these individuals should have access to the best of these programs,
the best that each one has to offer, but too often they struggle, fall
between the cracks and cycle in and out of nursing homes, hos-
pitals, specialty care without receiving the coordinated patient-fo-
cused care they deserve.

Dual eligibles are not a homogenous group but they can be con-
sidered as several subgroups. Some, such as Medicare beneficiaries
who are eligible for Medicare by virtue of their age and for Med-
icaid because they have low income, can be in their mid 60s and
may not differ significantly from other Medicare beneficiaries in
their need for care. Others, however, such as adults under 65 with
developmental disabilities such as cerebral palsy or intellectual dis-
abilities, require significantly more care and resources to live their
lives. Older Medicare beneficiaries with cognitive impairments such
as Alzheimer’s are another significant and very frail subgroup, a
group we are going to hear about today.

Many of these individuals may require nursing home level of
care or home-based support services allowing them to live outside
of an institution. A disabled person under the age of 65 costs Medi-
care and Medicaid between $23,000 and $84,000 in 2005 depending
on whether he or she needed nursing home stay. This is very ex-
pensive but not getting this care is worse, resulting in eroding
health, trips to the emergency room, suffering for the patient and
his or her family, and astronomical costs for the patient and the
taxpayer. These costs present both a challenge and an opportunity
to develop and implement reforms that over time will simulta-
neously improve care while reducing costs.

There is a Medicare Payment Advisory Commission and the Med-
icaid and the child health program have their commissions as well,
and all these commissions have described how a lack of coordina-
tion between Medicare and Medicaid can create harmful and
wasteful outcomes and misaligned incentives. For example, a nurs-
ing facility may find it profitable to transfer a complex patient to
a hospital even if the facility is capable of managing that patient
because of different payment rates and benefit rules in each pro-
gram.

We have heard in this committee many times over the years
about problems generated by pure fee-for-service medicine that pro-
vides no coordination of benefits. For dually eligible beneficiaries,
those problems are multiplied because of their intensive care needs.

We face a lot of challenges in improving care for dual eligibles
and reducing costs to the taxpayer but it is important to recognize
that we shouldn’t rush into new programs for purely a budgetary
focus. We should not assign a price tag to this population and then
design the policy around it.

As we will hear today, the best and most successful efforts to in-
tegrate care for the duals has been local and it has been focused
on a small group of beneficiaries. These programs have been built
around intensive interventions by nurses, physicians, social work-
ers, therapists and others. But these interventions can be difficult
to scale up to a large population, and I think we need to be wary
about grand promises regarding this decades-old problem.
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I want to mention that one of the results of the Affordable Care
Act, which some people call Obamacare, was to extend the Medi-
care trust fund, and in fact, it was extended over 12 years. Another
thing to recognize is that whatever cuts some of our colleagues ob-
jected to in the Affordable Care Act, they took all of those cuts and
went way beyond it in their Medicare proposal, which they would
transform into a whole different system.

We have opportunities to save money we are spending on dual
eligibles by examining the drug rebates in Part D where we pay
a higher price for the dual eligibles than we used to pay in the
past. Providing better coordinated care and saving money are not
mutually exclusive goals and for the dual eligibles, this may be the
key to improved quality of care.

Thank you, Mr. Chairman, for calling this hearing.

[The prepared statement of Mr. Waxman follows:]
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Statement of Rep. Henry A. Waxman
Ranking Member
Committee on Energy and Commerce
Subcommittee on Health
Hearing on “Dual-Eligibles: Understanding
This Vulnerable Population and How to

Improve Their Care”
June 21, 2011

I thank Mr. Pitts for calling today’s hearing, and
for his collaboration in selecting witnesses to appear
before us today. I look forward to our discussion of
the very complex issues surrounding the health
needs of people dually eligible for Medicare and
Medicaid — the so-called “dual-eligibles”.



18

Providing for the health needs of dual-eligibles
has long been a major issue facing both programs.
By design, these individuals should have access to
the best both programs have to offer — but too often,
they struggle, fall between the cracks, and cycle in
and out of nursing homes, hospitals, and specialty
care, without receiving the coordinated, patient-

focused care they deserve.

Dual-eligibles are not a homogenous group, but
can be considered as several sub-groups. Some, such
as Medicare beneficiaries eligible for Medicare by
virtue of age and for Medicaid by virtue of low-
income can be in their mid 60s and may not differ
significantly from other Medicare beneficiaries in

their need for care.

()
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Others, however, such as adults under 65 with
developmental disabilities such as cerebral palsy or
intellectual disabilities, require significantly more
care and resources to live their lives. Older Medicare
beneficiaries with cognitive impairments such as
Alzheimers’ are another significant, and very frail,

subgroup — a group we are going to hear from today.

All of these individuals may require nursing
home levels of care, or home-based support services
allowing them to live outside of an institution.

A disabled person under the age of 65 cost Medicare
and Medicaid between $23,000 and $84,000 in
2005, depending on whether he or she needed a

nursing home stay.
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This is very expensive, but not getting this care
is worse, resulting in eroding health, trips to the
emergency room, suffering for the patient and his
family, and astronomical costs for the patient and the
taxpayer. These costs present both a challenge and
an opportunity to develop and implement reforms
that over time will simultaneously improve care

while reducing costs.
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The Medicare Payment Advisory Commission
and the Medicaid and CHIP Payment and Access
Commission describe how a lack of coordination
between Medicare and Medicaid can create harmful
and wasteful outcomes, and misaligned incentives.
For example, a nursing facility may find it profitable
to transfer a complex patient to a hospital, even if
the facility is capable of managing that patient,
because of different payment rates and benefit rules

in each program.

This Committee has heard many times of the
problems generated by pure fee-for-service medicine
that provides no coordination of benefits. For dually
eligible beneficiaries, those problems are multiplied

because of their intensive care needs.
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We face a multitude of challenges in improving
care for dual-eligibles and in reducing costs to the
taxpayer. But it’s important that we don’t rush into
new programs with a purely budgetary focus. We
should not assign a price tag to this population and

then design the policy around it.

As we’ll hear today, the best and most
successful efforts to integrate care for the duals has
been local, and it has often focused on a small group
of beneficiaries. These programs have been built
around intensive interventions by nurses, physicians,

social workers, therapists, and others.
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But these interventions can be difficult to scale
up to large populations. I hope that we hear today
about how Congress and the Administration can help
speed that process to scale-up, but we must remain
wary about grand promises regarding this decades-

old problem.

We also have important opportunities to save
money we are spending on dual-eligibles by
examining drug rebates in Part D. I certainly hope
the Committee will give a high priority to examining

that in the future as well.

Providing better coordinated care and saving
money are not mutually exclusive goals, and for the
dual-eligibles, this may be the key to improved

quality of care.
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Mr. PrTTs. The chair thanks the gentleman.

We have two panels today, and I would like to ask panel one to
take her seat at the witness table. I want to thank all the wit-
nesses for agreeing to appear before the committee. On panel one,
we welcome Melanie Bella, who is the Director of the Medicare and
Medicaid Coordination Office at the Centers for Medicare and Med-
icaid Services. Your written testimony will be made part of the
record. We would ask that you please summarize your opening
statement in 5 minutes and then we will go to questions and an-
swers. Welcome.

STATEMENT OF MELANIE BELLA, DIRECTOR, FEDERAL CO-
ORDINATED HEALTH CARE OFFICE, CENTERS FOR MEDI-
CARE AND MEDICAID SERVICES

Ms. BELLA. Good afternoon, Chairman Pitts, Ranking Member
Pallone, Chairman Upton, Ranking Member Waxman and mem-
bers of the subcommittee. Thank you for the invitation to partici-
pate in this discussion today. My name is Melanie Bella, and I am
the Director of the Federal Coordinated Health Care Office at the
Centers for Medicare and Medicaid Services.

This office, which we are referring to as the Medicare and Med-
icaid Coordination Office, to better explain our mission, was cre-
ated by the Affordable Care Act and our single focus is the topic
of the hearing today.

Medicare and Medicaid enrollees, also referred to as dual eligi-
bles, are a heterogeneous group. They include low-income seniors,
individuals with disabilities as well as those with serious and per-
sistent mental illness. Some individuals start on Medicaid and age
into Medicare. Other individuals start on Medicare and have a
functional or a financial decline that makes them Medicaid eligible.
Either way, these individuals have very complex care needs. Three
out of five have multiple chronic conditions and two out of five
have at least one mental or cognitive impairment. Not surprisingly,
given their higher-than-average health care needs, the cost of pro-
viding care for these individuals is significant. Together, Medicare
and Medicaid spend roughly $300 billion a year to provide care to
this population.

Our office is working across Medicare and Medicaid with States,
providers and other stakeholders on a number of key initiatives to
ensure better health, better care and lower costs through improve-
ment for Medicare and Medicaid enrollees. Specifically, our efforts
are focused in three main areas. The first is program alignment,
the second is data and analytics, and the third is models and dem-
onstrations. I will highlight a few of those efforts today starting
with program alignment.

Better coordination begins with program alignment. Currently,
Medicare and Medicaid enrollees must navigate two completely
separate systems, Medicare for coverage of basic acute-care services
and drugs, and Medicaid for coverage of supplemental benefits such
as long-care care supports and services. Medicaid also provides
help with Medicare premiums and cost sharing. Although both pro-
grams provide important benefits, they operate as separate systems
with different administrative procedures, statutory provisions and
payment policies. One of the first objectives of our office was to
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catalog all of the places where Medicaid and Medicare literally
bump up against each other. This creates barriers to effective care,
and though internal and external consultation and outreach, we
use that opportunity to identify places where we can improve align-
ment between the two programs. We have published a list of these
alignment opportunities in the Federal Register, specifically to in-
vite public comment. This alignment initiative will allow us both
to identify barriers to high-quality cost-effective care as well as
prioritize areas for improvement.

Another key objective of this new office is to engage our State
partners. Improving quality and cost of care for Medicare and Med-
icaid enrollees relies on effective partnership with States because
we share the responsibility to provide care and to finance that care
for this population. Our office has recently announced two key ini-
tiatives that support our State partners in improving care coordina-
tion for Medicare and Medicaid enrollees. One of these initiatives
was the establishment of a new process for States to access Medi-
care data for care coordination purposes. Lack of timely Medicare
data, particularly Part D data, has been a key barrier for States
in expanding care management efforts for their dual population.
These data provide States with a powerful new tool to support
their efforts to improve care for some of their most complex and
costly beneficiaries.

The second initiative done in partnership with the Center for
Medicaid and Medicare Innovation is the State demonstrations to
integrate for dual-eligible individuals under which 15 States were
competitively selected to design new approaches to better coordi-
nate care for Medicare and Medicaid enrollees. Through these de-
sign contracts, CMS is providing funding to selected States to sup-
port their efforts to design person-centered approaches to coordi-
nate care across primary, acute, behavioral health and long-term
supports and services. The goal of this initiative is to identify and
validate new care delivery and payment models that can be tested
and then replicated in other States. Importantly, though, our office
serves as a resource to all States and is available to provide tech-
nical assistance to any State interested in working to improve qual-
ity and reduce costs for its Medicare and Medicaid enrollees.

In closing, a high priority for our office is to significantly increase
the number of Medicare and Medicaid enrollees that have access to
seamless, coordinated care. We will get there by eliminating bar-
riers to integration, partnering with States, providers and other
stakeholders and developing new delivery system and payment
models. We expect that improved care coordination and quality out-
comes for this complex population will result in better care at re-
duced cost for both the Federal Government and States. Thank you
very much.

[The prepared statement of Ms. Bella follows:]
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U.S. House Committee on Energy & Commerce

Subcommittee on Health

Dual-Eligibles: Understanding This Vulnerable Population and
How to Improve Their Care

June 21, 2011

Chairman Pitts, Ranking Member Pallone, and Members of the Subcommittee, thank you for the
invitation to discuss the Center for Medicare & Medicaid Services’ (CMS) efforts to integrate
care for individuals who are enrolled-in both the Medicare and Medicaid programs (Medicare-
Medicaid enrollees). The Federal Coordinated Health Care Office, also known as the Medicare-
Medicaid Coordination Office, was established by Section 2602 of the Affordable Care Act to
more effectively integrate the Medicare and Medicaid benefits and to improve the coordination
between the Federal and State governments for individuals enrolled in both the Medicare and
Medicaid programs. A Federal Register notice officially establishing the Medicare-Medicaid
Coordination Office was published on December 30, 2010.

Background
The Medicare and Medicaid programs were originally created as distinct programs with different

purposes. Not surprisingly, the programs have different rules for eligibility, covered benefits,
and payment. Over the past 40 years, the Medicare and Medicaid programs have remained
separate systems despite a growing number of individuals who utilize both programs for their
health care. Many individuals become eligible for Medicare first, and then qualify for Medicaid
as a result of an income-changing event. Others qualify for Medicaid initially and then in turn
qualify for Medicare because of their age or disability. As the number of individuals who rely on
both programs for their coverage grows, there is an increasing need to align these programs so

that they better serve enrollees.
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Today, more than 9 million Americans are enrolled in both the Medicare and Medicaid
programs; two-thirds are low-income elderly, and one-third are under 65 and are disabled.’
Additionally, Medicare-Medicaid enrollees include higher proportions of female, African-
American, and Hispanic individuals than in the Medicare-only population. Medicare-Medicaid
enrollees must navigate two separate programs for their care—Medicare for coveragé of basic
acute health care services and drugs, and Medicaid for coverage of supplemental benefits such as
long-term care supports and services. Medicaid also provides help with Medicare premiums and
cost-sharing for those who need additional financial assistance. A lack of alignment and
cohesiveness between the programs can lead to fragmented or episodic care for Medicare-
Medicaid enrollees and misaligned incentives for both payers and providers, resulting in reduced

quality and increased costs to both programs and to enrollees.

People enrolled in both Medicare and Medicaid tend to have the most complex, chronic ilinesses,
and therefore they are some of the highest cost individuals within the Medicare and Medicaid
programs. Total annual spending for their care is estimated at $300 billion annually across both
programs. In the Medicaid program, these individuals represented 15 percent of enrollees and 39
percent of all Medicaid expenditures. In Medicare, they represented 16 percent of enrollees and
27 percent of program expenditures.’,’ Compared to all other Medicare enrollees, Medicare-
Medicaid enrollees’ health costs are nearly five times greater. Compared to all other Medicaid
enrollees, Medicare-Medicaid enrollees’ health costs are nearly 6 times greater. They are three
times more likely to have a disability, and overall these individuals have higher rates of diabetes,
pulmonary disease, stroke, Alzheimer’s disease, and mental illness.* These statistics
demonstrate the tremendous opportunities available to improve the individual care experience by

raising quality, and to lower costs through improved health outcomes for this population.

! Based on the Centers for Medicare &Medicaid Services (CMS) Enroliment Database, Provider Enrollment,

Economic and Attributes Report, provided by CMS Office for Research, Development and Information, July 2010.

? The Medicare Payment Advisory Committee (MedPAC), A Data Book: Healthcare spending and the Medicare
rogram, June 2010. Available at: http://www.medpac.gov/documents/Jun10_EntireReport.pdf.

* Kaiser Family Foundation, The Role of Medicare for the People Dually Eligible for Medieare and Medicaid.

January 2011. Available at: http://www.kff.org/medicare/upload/8138.pdf

* Chronic Disease and Co-Morbidity among Dual Eligibles: Implications for Patterns of Medicaid and Medicare

Service Use and Spending. Kaiser Commission on Medicaid and the Uninsured, 1. Kaiser Family Foundation. July

2010. Available at:  http:/www kff.org/medicaid/upload/8081.pdf

3
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Too often, the care journey for these individuals is fragmented and uncoordinated. Therefore,
this population could benefit the most from integrated systems of care that ensure all their needs
- primary, acute, long-term care, behavioral and social — are met in a high quality, cost effective
manner. Better alignment of the administrative, regulatory, statutory, and financing aspects of

these two programs promises to improve the quality and cost of care for this complex population.

The Medicare-Medicaid Coordination Oftice’s mission is to address and improve the
beneficiaries’ experiences, access to care, quality of care, and cost of benefits for individuals
enrolled in both the Medicare and Medicaid programs. To that end, the Medicare-Medicaid
Coordination Office is engaged in ongoing discussions with key internal and external
stakeholders, including beneficiary advocates, provider organizations, MedPAC, MACPAC and
State Medicaid agencies, to work together to advance high quality, seamless care for Medicare-
Medicaid enrollees. The Office is also working to improve collaboration and communication

between Medicare and Medicaid program offices within CMS and across other Federal agencies.

The Need for Coordinated Care

Partnerships with the States

The 9 million Medicare-Medicaid enrollees accounted for approximately $120 billion in
combined Medicaid Federal and State spending in 2007 — almost twice as much as Medicaid
spent on all 29 million children it covered in that year.® While spending on Medicare-Medicaid
enrollees varies by Statc, it accounts for more than 40 percent of all combined Federal and State
Medicaid spending in 26 States, more than half of such spending in 4 States (Connecticut, New
Hampshire, North Dakota and Wisconsin) and not less than a quarter of total spending in any

State.

States alone spent more than $50 biltion in 2007 to support the health and long-term care costs of
people enrolled in Medicare. The average Medicaid spending per beneficiary on Medicare-

Medicaid enrollees was $15,459 in 2007, more than six times higher than the comparable cost of

* Kaiser Family Foundation, Dual Eligibles: Medicaid Enroliment and Spending for Medicare Beneficiaries in 2007.
December 2010. http://www . kff.ora/medicaid/7846 cfim
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a non-disabled adult covered by Medicaid (352,541).6 This spending mostly reflects the
significant costs associated with a population with low income and high health care needs;
however, there are opportunities for savings through improved care coordination, simplification,
and alignment of some Medicare and Medicaid rules. In 2007, roughly 5 percent of Medicaid
spending for Medicare-Medicaid enrollees went to acute care services. This is a relatively low
figure, compared to the 70 percent of Medicaid spending for Medicare-Medicaid enrollees’ long-

term carc services, which are mostly not covered by Medicare or private insurance.

Too often, the current approach to financing care for those eligible for Medicare and Medicaid
provides a financial incentive to push costs back and forth between the States and the Federal
government. Better coordination and partnerships between the two levels of government will
eliminate these incentives and focus on finding the care setting that is most appropriate for the
beneficiary, independent of who is paying for it. This is a complex problem and not something
that CMS can fix on its own. We are relying on collaboration with our partners in the States to
find real solutions that, through better care coordination, will improve the experience and quality
of care for beneficiaries and reduce costs. The Medicare-Medicaid Coordination Office is

working to facilitate innovation by nurturing these vital State-Federal relationships.

Better Care for People

The Medicare-Medicaid Coordination Office has been working to improve Medicare-Medicaid
enrollees’ satisfaction, program awareness, health, functional status, and weli-being. Most
individuals enrolled in both Medicare and Medicaid are not receiving coordinated care. Our goal
is to assure that Medicare-Medicaid enrollees are receiving high quality and person-centered

acute, behavioral, and long-term care services and supports.

To fusther this mission, our Office has worked in concert with the Center for Medicare and
Medicaid Innovation, the Center for Medicaid, CHIP and Survey & Certification and the Center
for Medicare within CMS to foster significant reforms across the health care delivery system that

will improve the coordination of care for all patients, including low-income beneficiaries, many

© Kaiser Family Foundation, Dual Eligibles: Medicaid Enrollment and Spending for Medicare Beneficiaries in 2007,
December 2010. http://www.kff.org/medicaid/7846.¢fm
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of whom are Medicare-Medicaid enrollees. One example of such an initiative is the Partnership
for Patients, an investment of up to $1 billion in patient safety initiatives that are designed to
improve coordination of care and reduce preventable hospital-acquired conditions. The
Partnership for Patients hopes to take these safety efforts to scale, which could save tens of
thousands of lives, avoid millions of preventable injuries, and save Medicare and Medicaid

billions of dollars over time.

The Partnership for Patients, which aims to prevent hospital readmissions and hospital-acquired
conditions will help drive better care for Medicare-Medicaid enrollees. In a recent CMS study,
27 percent of the Medicare-Medicaid enrollecs were hospitalized at least once during the year,
totaling almost 2.7 million hospitalizations.” More than a quarter of these hospital admissions
may have been avoidable, either because the condition itself could have been prevented (e.g., a
urinary tract infection), or the condition could have been treated in a less costly and more
appropriate setting (e.g., adult asthma). The study projects that the total costs for potentially
avoidable hospitalizations for Medicare-Medicaid enroliees will be between $7 and $8 billion for
20117 Providing appropriate, coordinated and integrated care may be able to prevent
unnecessary hospitalizations, which would allow these individuals to remain independently at

home while saving scarce health care resources.

Benefits of Integrated Care

A real-life example of the significant benefits of integrated care for people enrolled in both
Medicare and Medicaid is a 77 year old woman named Mattic. Mattie is a fiercely independent
woman who lives alone but requires signiticant personal assistance to maintain independence.
She has diabetes, depression, and hypertension, and over the years has suffered three strokes,
resulting in left-side weakness and limited mobility. Before receiving integrated care, she fell
frequently, had inadequate food intake, and had three potentially avoidable hospitalizations that
resulted from poorly controlled diabetes. In addition, she faced difficultics making her medical

appointments because of mobility limitations, challenges accessing and managing personal care

7 Centers for Medicare & Medicaid Services, Center for Strategic Planning, Policy and Data Analysis Group Policy
Insight Report: Dual Eligibles and Potentially Avoidable Hospitalizations, 201 1. Available at:
http://www.cms.gov/reports/downloads/Segal_Policy_Insight_Report Duals PAH_June 2011.pdf.
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attendant services, and problems obtaining mental health services. In order to receive routine
medical care, Mattie had to navigate and manage three separate health care systems, with three
different benefit structures and three different identification cards—one for Medicare, one for her
prescription drug coverage, and one for Medicaid. She had multiple providers that rarely
communicated with one another, and her health care decisions were rarely coordinated and were
not made from a patient-centered perspective. As a result of all these challenges, her care was

fragmented and she was considering nursing home care.

Fortunately, Mattie was able to enroll in a special program that integrates her Medicare and
Medicaid covered services and which has at its core a multi-disciplinary care team that assumes
full responsibility for all of her care needs. She now has access to the full range of services to
meet her needs and keep her at home, including necessary nutrition support, mental heaith
services, and durable medical equipment. In this program, Mattie only has to manage one set of
benefits, and has a single insurance card. One year after enrolling in this program her health has
improved, and her care costs have been reduced: she has had no falls, achieved diabetic control,
improved her mobility, redueed her personal care attendant support needs, and has had no
hospital or emergency department contacts since enrollment in the program. Coordinated care
has meant that Mattie can maintain her independence and receive high quality care, while
Medicare and Medicaid have avoided the high costs of preventable hospitalizations and nursing

home care. These outcomes are the care we want to make available to everyone.

Initiatives to Date
The Medicare-Medicaid Coordination Office has already launched a variety of initiatives to meet
its Congressional charge to improve access, coordination and cost of care for Medicare-Medicaid
enroflees. Qur work falis into the following broad areas:

*  Program Alignment

» Data and Analytics

*  Models and Demonstrations
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Program Alignment

On May 11, 2011, the Medicare-Medicaid Coordination Office launched the Alignment
Initiative, an effort to more effectively integrate benefits under the Medicare and Medicaid
programs. As stated previously, the lack of alignment between the programs too often leads to
fragmented or episodic care for people enrolled in Medicare and Medicaid, which can reduce
quality and raise costs. For example, Medicare and Medicaid have different coverage standards
for those accéssing durable medical equipment. These differences can lead to fragmented care
and coverage gaps that could result in patients losing access to the treatments and equipment that
help them live at home or in the community. Even temporary coverage gaps can be disruptive
and potentially even life-threatening if patients no longer have coverage for wheelchairs or other

medical carc.

The Alignment Initiative is not simply an effort to catalogue the differences between Medicare
and Medicaid, or to make the two programs identical. Rather, it is an effort to advance
beneficiaries’ understanding of, interaction with, and access to seamless, high quality care that is
as effective and efficient as possible. Better alignment of the two programs can reduce costs by

improving health outcomes and more cffectively and efficiently coordinating care.

The first step in the Alignment Initiative is to identify opportunities to align potentially
conflicting Medicare and Medicaid requirements. The Medicare-Medicaid Coordination Office
compiled a wide-ranging list of opportunities for legislative and regulatory alignment on areas
identified through numerous stakeholder discussions. Those areas fall into the following broad
categories: care coordination, fee-for-service benefits, prescription drugs, cost sharing,
enroliment, and appeals. We published our list in the Federal Register on May 16, 2011 and are

seeking public comment through July 11,2011,

The Medicare-Medicaid Coordination Office will continue to engage with stakeholders on the
Alignment Initiative through regional listening sessions, which are intended to supplement the
Federal Register Notice by engaging stakeholders, including beneficiaries and providers, in an
open discussion about how to improve care for these individuals. The first of these listening

sessions was held for New York and New Jersey on June 1, and the second one took place
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yesterday (June 20, 2011) for California, Arizona, Hawaii, Nevada, and several Territories. We
are committed to being open and transparent in our efforts to better streamline these programs to
ensure more efficient and effective care, and will continue to engage the States and the public as

we move forward on this Initiative.

Data to Support Goals

On May 11, 2011, the Medicare-Medicaid Coordination Office also announced a new process to
provide States access to Medicare data to support care coordination for individuals enrolied in
both Medicare and Medicaid. Access to Medicare data is an essential tool for States seeking to
coordinate care, improve quality, and control costs for their highest cost beneficiaries. For
cxample, a State that wants to expand its long-term care and behavioral health care management
program to serve low-income seniors and people with disabilities needs data on its Medicare-
covered hospital, physician, and prescription drug use. With Medicare data, States can identify
high risk and high cost individuals, determinc their primary health risks, and provide
comprehensive individual client profiles to their care management contractors to tailor
interventions. The ability to access the entire spectrum of information on clients enables States
to better analyze, understand, and coordinate a person’s experience within the Medicare and

Medicaid programs.

The Medicare-Medicaid Coordination Office has been focused on understanding the utilization
profiles and care experience of individuals eligible for Medicare and Medicaid. As a foundation
for this goal, we will be preparing brief profiles of individuals eligible for Medicare and
Medicaid in each State, including demographics, service utilization, and availability of benefits.
Our Office also seeks to go beyond data and actually speak with beneficiaries to gain a better
understanding of their experiences from their perspectives. To build on ongoing efforts to better
understand the needs of Medicare beneficiaries under the age of 65, we are in the process of
conducting focus groups across the country with individuals with disabilities enrolled in both
Medicare and Medicaid to understand the impact of integrated care on beneficiary experience
and health outcomes. Finally, the Medicarc-Medicaid Coordination Office will monitor and
report on issues from a national viewpoint, including annual total expenditures, health outcomes,

and access to benefits for individuals enrolled in Medicare and Mcdicaid.
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Models and Demonstrations

The Medicare-Medicaid Coordination Office is also supporting State efforts to coordinate and
align Medicare and Medicaid acute and long-term carc benefits. Partnéring with the Center for
Medicare and Medicaid Innovation (Innovation Center), the Medicare-Medicaid Coordination
Oftice has awarded contracts of up to $1 million each to 15 States to design person-centered
approaches to coordinate care across primary, acute, behavioral health and long-term supports

and services for Medicare-Medicaid enrollees.?

The 15 States selected for the design eontracts
are: California, Colorado, Connecticut, Massachusetts, Michigan, Minnesota, New York, North
Carolina, Oklahoma, Oregon, South Carolina, Tennessee, Vermont, Washington, and Wisconsin.
The overall goal of this contracting opportunity is to identify delivery system and payment
integration models that can be rapidly tested and, upon successful demonstration, replicated in
other States. CMS will work with the States to develop and design models and interventions that
can be implemented in futurc phases. The primary “deliverable™ of the initial design period will
be a demonstration proposal that describes a State’s methods for structuring, implementing, and
evaluating a model aimed at improving the quality, coordination, and cost effectiveness of care
for individuals enrolled in Medicare and Medicaid. Beyond these contracts, technical assistance
will be available to all States through a State Resource Center, which will support our State

partners as they develop models that better integrate care for Medicare-Medicaid enrollees.

It is important to note, however, that a CMS contract with a State to design a coordinated care model does
not confer authority to implement, or endorsement of, the particular model. Only after a State has
submitted a coordinated care model design that meets CMS® specifications and is consistent with its

contract will the model receive further consideration by CMS for implementation. We will also take
recommendations that the Mcdicare Payment Advisory Commission (MedPAC) has shared with
us into consideration. These include testing capitated payment models, collecting consistent
quality and cést data across demonstrations, assessing ways to increase enrollment, preserving

beneficiary protections, and promoting the appropriate use of Federal funds. We will assess

® hitp:/fwww.cms.gov/medicare-medicaid-
coordination/04_StateDemonstrationstolntegrateCareforDualEligibleIndividuals.asp#TopOfPage

10
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State proposals with these concerns in mind to ensure models that are tested improve the quality

of care while ensuring appropriate use of program funding.

Collaborative Efforts

The Mcdicare-Medicaid Coordination Office is also facilitating a collaborative effort across the
Medicare and Medicaid programs, and with external partners, to evaluate and promote the
development of quality measures to better assess beneficiary access to care to reflect the unique
circumstances of individuals eligible for Medicare and Medicaid. CMS will engage partners to
review the availability of appropriate quality and access measures, and assist in the development
of measures which accurately reflect the quality of care reeeived by individuals eligible for
Medicare and Medicaid. Our partners will move forward in strategic development of such
measures in a manner that streamlines quality measurement across Medicare and Medicaid for

individuals receiving care under both programs.

As noted above, the Medicare-Medicaid Coordination Office is also working collaboratively
with the Innovation Center to design unique opportunities for integrated care through payment
and delivery system reform for individuals eligible for Medicare and Medicaid. These State and
provider-based demonstrations will complement the work underway in the Innovation Center on
Medicare Accountable Care Organizations and other payment and delivery system
demonstrations (for example, Medicare care transitions or Medicaid health homes), which will

improve coordination of care for a number of individuals eligible for Medieare and Medicaid.

Finally, the Medicare-Medicaid Coordination Office has consulted and coordinated with both the
MedPAC and the Medicaid and CHIP Payment and Access Commission (MACPAC), including
presenting at the MACPAC public meeting in October 2010. The Medicare-Medicaid
Coordination Office will continue to collaborate with staff and members of both Commissions
on important issues related to data analysis, care model demonstrations, and policy alignment

opportunities for Medicare-Medicaid enrollees.
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Conclusion

CMS, through the Medicare-Medicaid Coordination Office, is working to ensure better heaith,
better care, and lower costs through improvement for individuals that are enrolled in both
Medicare and Medicaid. Over the years, a lack of coordination for this population has led to
fragmented and episodic care, which can lead to lower quality and higher costs for this
population. With the creation of the Office, we have a tremendous opportunity to better integrate
the programs and better serve this population. With your continued support, we will keep
working as partners with States and other stakcholders to advance high quality, coordinated care

for these individuals who need it the most.
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Mr. Prrrs. Thank you. I want to thank you for your opening
statement. I will now begin the questioning and recognize myself
for 5 minutes for that purpose.

Director Bella, in a 2010 paper entitled “Options for Integrating
Care for Dual-Eligible Beneficiaries,” you wrote: “The goals should
be clear: to provide beneficiaries with the right care at the right
time in the right places and to give States and other stakeholders
the flexibility they need to design and test accountable models of
integrated care.” Is it fair to say that you still believe the current
system does not provide States the sufficient flexibility or incen-
tives necessary to integrate care for duals?

Ms. BELLA. As I mentioned in my testimony, States are critical
partners for us and so we have to recognize the variation in the
States and understand where the States are in being able to de-
velop models to improve care for this population. When I think of
flexibility for this population, I don’t think of it in the context of
being able to cut benefits or services. I think about it in terms of
we have a population with very complex needs and we have to be
able to adapt to those needs, and by adapting to those needs, it al-
lows us to provide more cost-effective care than might otherwise be
available in the traditional Medicare and Medicaid systems when
they are fragmented and not integrated. And so we see potential
for integrated and coordinated systems to be able to take a holistic
look at an individual, understand what that individual needs and
make sure that we are getting those needs met in the most cost-
effective way.

Mr. Prrrs. What feedback have you received from States, in your
current capacity, about their interest and willingness to further in-
tegrate care for duals?

Ms. BELLA. It is a great question. Everyone knows States are fi-
nancially strapped right now, now more than ever before, and they
recognize a tremendous opportunity to improve quality, and by im-
proving quality, help control costs with this population. I have seen
more motivation in States than ever before to really understand
the needs of this population and to develop integrated and seam-
less systems of care. Again, that improved quality, and by improv-
ing quality will lead to reduced cost over time.

Mr. PrrTS. As you know, there are various opinions on how dual
eligibles should be enrolled in integrated care models or in coordi-
nated care programs. Do you believe that mandatory enrollment
with an opt-out policy would increase enrollment?

Ms. BELLA. Certainly, enrollment is a significant issue, and first
and foremost I should say that the commitment of our office is real-
ly to establish beneficiary protections so that the programs we are
creating are ones that are better than what are available to bene-
ficiaries today.

In thinking about enrollment, enrollment is one of many issues
where we have to be open to exploring options to understanding
what is keeping people out of integrated systems today, and again,
this is one of the issues on the list that we are committed to explor-
ing with our State partners.

Mr. PI1TTs. Your office recently announced the availability of
Medicare data on duals for States to access on a project basis. Why
do believe the availability of this data was so important for States,
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and what else can CMS do to improve the availability of real-time
Medicare data for States and providers?

Ms. BELLA. Well, I have a personal interest in this. I am a
former Medicaid director, and when Part D happened and Medicaid
agencies lost access to pharmacy data, it was like tying their hand
behind their back because a critical tool was taken away to under-
stand how to provide better care to these beneficiaries. So by giving
States these data, we support their efforts to identify high-risk in-
dividuals to provide the data to primary care providers and care
managers who are developing care plans to understand opportuni-
ties to prevent hospitalizations, for example, or to reduce medica-
tion errors or medications that are going to have adverse effects
with each other. We believe that putting the data out there for
States that we have will get them exactly where they need to be.
It is timely. It covers Medicare A, B and D, and it is done in a way
that allows us to protect the important privacy and confidentiality
safeguards yet still give this critical tool to States who are trying
to design programs to improve quality.

Mr. PiTTs. I think I have time for one more question. Realizing
the Medicaid expansions in PPACA do not directly apply to dual
eligibles, do you believe implementation of the expansions could
have a woodworking effect on the overall system that could in-
crease the number of woodworking dual eligibles?

Ms. BELLA. We have not done—the Office of the Actuary has not
done as detailed estimates on this as in other populations but our
early examination of the issue does not lead us to believe that
there will be a woodwork effect for dual eligibles under the expan-
sion.

Mr. PrrTs. Thank you.

The chair recognizes the ranking member, Mr. Pallone, for 5
minutes for questions.

Mr. PALLONE. Thank you, Mr. Chairman. I was going to ask
unanimous consent for Ms. Christensen to sit in on today’s hearing,
Mr. Chairman.

Mr. PrrTs. Without objection, so ordered.

Mr. PALLONE. Thank you, Mr. Chairman.

I wanted to try to ask you three questions and try to get in three
questions here, Ms. Bella. My first relates to budgetary concerns.
As you heard in my opening statement, I am always concerned that
decisions about dual eligibles are based on budget concerns. I am
not suggesting that that is true for you but I always worry that
that is a big factor or maybe disproportionate to what it actually
should be. And as we said, you know, it is a very complicated
group. There are patients like people with developmental disabil-
ities who may be well under 65 but you also have duals who are
people with cognitive impairments like Alzheimer’s diseases at ad-
vanced stages, so because they are not the type of patients that in-
surance companies are rushing to sign up for, you know, that is an-
other concern I have. It is a very expensive population. So I think
we have to be creative and assertive in our attempts to improve
care for duals but we also need to be realistic in our goals and un-
derstand that it may be costly and budgetary expedience should
not drive our treatment of the sickest and the frailest of our citi-
zens.
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So my question is, first question, can you tell us about how you
and your office are thinking about the dual eligibles as groups? Are
you looking at them by what kinds of diseases that they might
have or by the basis for eligibility for the programs, and of course,
you know, my concern is that it is not budgetary driven.

Ms. BELLA. You are exactly right. It is a very diverse group.
There are a few different ways that you can think about slicing and
dicing the population, and I think that is one of the advantages to
having this office is we are really going to drill down and look at
subset analysis of the population. One of the ways we are looking
is at the highest level over and under 65 to understand the dif-
ferent care needs of those groups and, for example, when the
under-65 population with disabilities, the presence or absence of
mental illness, I like to call it a game changer. It significantly
changes the utilization, the picture. On the corollary, the over 65s,
the same thing can be said for Alzheimer’s and dementia, and you
will hear more about that today. So we are looking at those levels
and we are teasing out the subsets.

In addition, there is also ways of looking at the population, un-
derstanding if their needs are more acute-care driven so folks who
have five, six, seven or eight physical comorbidities or if they are
long-term care driven, so these are folks who have needs that are
more supportive services and those types of needs and the long-
term care, some of those individuals are in nursing homes and
some of them are in the community, so that further distinguishes
how we have to think about subsetting the population. Now, we
tend not to think about it by conditions or by eligibility groups. We
tend to look for care opportunities. So regardless of what the profile
is in many ways what needs to happen for these patients is an as-
sessment of their needs is the availability of a care team, supports
to get them the most cost-effective services they need in whichever
setting they need them.

So coming back to your question, those are examples of ways we
are looking at subsetting the population, and then using that infor-
mation to drive our decisions about what types of care models,
what types of care needs, what types of payment and measurement
systems we would have in place.

Mr. PALLONE. Now I am going to try to get two more things in.
You mentioned the nursing home population. More than half of all
nursing facility residents are dual eligibles. In 2007, more than 70
percent of Medicaid expenditures for dual eligibles were for long-
term care. What can be done to improve the care and quality for
people in nursing homes and what are States proposing that would
help these individuals? Obviously I would prefer that they not be
in nursing homes. Are there ways to improve care in nursing
homes or get them out of nursing homes altogether so they don’t
have to stay in the nursing homes?

Ms. BELLA. The answer to that is yes, there are ways to improve
the care, and there are several States, many States that are look-
ing at rebalancing efforts. I think you will hear about some initia-
tives in North Carolina in particular to target those folks in nurs-
ing homes, but a couple of examples. We can really focus on avoid-
able hospitalizations of nursing home residents, and I will give you
some examples. Urinary tract infection, pressure ulcers, dehydra-



41

tion, fall prevention, those are all things that are avoidable and
they are preventable, and by targeting interventions and clinical
resources on site, we can improve the quality of care, reduce hos-
pital transfers and presumably help toward the cost-effectiveness
change as well.

Mr. PALLONE. My third question is, I know that, you know, they
worry about passing the buck, in other words, is the State—who is
responsible for their care, the State, the plan, you know, their in-
surance plan, and a lot of times there is passing of the buck in
terms of who takes care of them, who follows up, how to enforce
their rights and fulfill their medical needs. Who is truly account-
able at the end of the day for ensuring that the needs of duals are
met and that quality care is provided? Is it the plan, the State, the
Federal Government, and do you see it as part of your office’s mis-
sion to clarify that to make the pathway easier? In other words,
can you play a role in all this so that the buck doesn’t get passed?

I know I am out of time, Mr. Chairman. Maybe she can be quick
in her answer.

Ms. BELLA. I will be quick. States and feds are accountable. We
share responsibility. Our office is absolutely accountable, and I
think the reason that was created was to streamline care and to
help make sure that we do keep the systems together and improve
accountability for the program overall.

Mr. PALLONE. So you try to coordinate between these?

Ms. BELLA. Yes.

Mr. PALLONE. Thank you.

Mr. PrrTs. The chair thanks the gentleman and recognizes the
full committee chairman, Mr. Upton, for 5 minutes for questions.

Mr. UpTON. Thank you, Mr. Chairman.

I appreciate your testimony. In your testimony, of course, you
said the total annual spending for their care is estimated at $300
billion annually, and that the 9 million Medicare/Medicaid enroll-
ees accounted for approximately $120 billion in combined Medicaid,
federal and State spending in 2007, almost twice as much as Med-
icaid spent on all 29 million children that it covered in that year.
Now, in responding to Mr. Pallone, you talked about some savings
you may see in terms of targeting certain innovations. What other
ideas to eliminate barriers do you think we might be able to
achieve to actually see some real savings in the program? What in-
novations should we think about here?

Ms. BELLA. Sure. I appreciate the question. Unfortunately, there
is no silver bullet, and the savings tend to happen over time. How-
ever, if you think about—I think where we think holds the most
promise is understanding how do we create systems that are ac-
countable and coordinated for the 9 million dual eligibles. There
are, by our count, around 100,000 people that are in fully inte-
grated programs, and by fully integrated, I mean, there is an ac-
countability for both Medicaid and Medicare. So the opportunity is
large for the rest of the dual-eligible population, and absent that
coordination and integration, we are not as aligned and efficient
and effective as we could be. And so great opportunity exists to
look at delivery system and payment reform models that under-
stand how to create a way to take care of the totality of a bene-
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ficiary’s needs and how to ensure that the incentives are aligned
for doing so.

Mr. UproN. Well, can we actually come up with some nuts and
bolts to see not only the innovations but then lead directly to some
savings, and if so, what would the savings be either as a percent-
age or real dollars?

Ms. BELLA. So as was mentioned, one of the first things we did
is to engage States in a partnership to work with us in an innova-
tion center to design new fully integrated models. So we have 15
States. That is exactly what we are doing. We are working with
them to design the nuts and bolts of what this would take. We are
in the design phase so we don’t have savings estimates for you at
this point. Certainly we can expect that there are opportunities, as
I mentioned, in some of the avoidable hospitalizations, but we also
have seen in programs in the States that do have them oftentimes
there is an increase before you see a decrease because there is a
lot of pent-up demand, there is care management that is occurring,
there is new services that are taking place in order to reduce other
services now or down the road. So it needs to balance out, but what
we will be working on getting some concrete estimates over time
l(:iy working with our States on the models that they would like to

0.

Mr. UPTON. So as you are looking at those 15 States, how long
will it take for them to complete the work that they are doing and
you can actually look at some accountability in terms of what they
have done?

Ms. BELLA. The way we structured this demonstration initiative
right now is that it is a 12-month design period. It doesn’t mean
that States that can’t submit a proposal earlier.

Mr. UproN. Which started when?

Ms. BELLA. April.

Mr. UPTON. April?

Ms. BELLA. It started in April. Several States are interested in
putting something forward earlier, and as I mentioned, all States
are able to put proposals together, we are just working with these
15 to receive funding, so States aren’t—like I said, they can come
in sooner with ideas. We designed this, because this isn’t a typical
CMS demonstration where we are prescriptive about what we want
to see because that hasn’t worked for us with the States so far, so
we need to work with the States to design what is going to be most
effective for each of them. However, this is a complex population
and we have to do this in a way that makes sure that we are ad-
dressing significant issues around beneficiary safeguards, provider
participation, financial incentives correctly, and that is why we
have designed it in a design phase.

Mr. UpTON. Thank you. I yield back.

Mr. PirTs. The chair thanks the gentleman and recognizes the
ranking member of the full committee, Mr. Waxman, for 5 minutes
for questions.

Mr. WaAxMAN. Thank you, Mr. Chairman.

There is an interaction between the issues we are talking about
today and the Medicare Advantage program is a complicated one.
Some Medicare Advantage special needs plans have been around
for a long time and built deep roots in their communities. Others
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have less successful track records and of course the program has
for a long time been supported by large subsidies provided by tax-
payers and other beneficiaries. The Affordable Care Act pared back
many of the extra payments to Medicare Advantage plans but not
all of them and not immediately. I was surprised to find that some
States are proposing to use Medicare Advantage benchmarks as
the basis for their proposed payments in the duals integration dem-
onstration. Ms. Bella, wouldn’t the use of Medicare Advantage
benchmarks increase costs to the federal taxpayer if they were
adopted for duals integration demonstration?

Ms. BELLA. We certainly think that—as I mentioned, our goal is
to get more beneficiaries served in integrated systems and so in in-
tegrated systems there is an opportunity to achieve savings. You
are obviously pointing out what we all have seen in terms of the
differential and the MA rates, and I would just come back to that
the purpose of the innovation center is to develop and identify de-
livery system and payment reforms that improve quality and re-
duce cost, and so as we go forward with these demonstrations, that
is going to be our overriding principle, so we will work with States
to ensure that the proposals they are putting in place do both of
those things, which would mean understanding how we would ad-
dress the rate issue in a way that would support improving quality
but not add cost to the system.

Mr. WaxMmaN. Well, we want to highlight that issue to look at
carefully in your design of these proposals. There are numerous
cost savings with regard to the Medicaid program that shift costs
from the Federal Government to the State governments instead of
lowering cost. The intent of this hearing and the mission of the
Medicare and Medicaid Coordination Office is to improve care for
dual-eligible individuals, thereby lowering health care costs in
Medicaid and Medicare, a better way of saving money than shifting
responsibility.

I want to ask about some of these contracts you have been talk-
ing about in response to other questions. You recently awarded to
15 States to design coordination care models. One requirement you
included was integrating care across primary, acute, behavioral
health and long-term support services. Can you discuss the impor-
tance of integrating care across all these benefits, the barriers to
integrating care across all these benefits and how prevalent such
full integration is today?

Ms. BELLA. Sure. The importance is to get at exactly what you
talked about, the opportunity to cost-shift, so we need to mitigate
or eliminate those opportunities, for example, if we have acute care
in one system and long-term care in another system. But more im-
portantly, if we are going to put together systems of care that are
better for real people that need them, we have to provide a seam-
less way of them interacting with the system rather than three dif-
ferent cards, three different doctor networks, three different griev-
ances and appeals, and I say three because most of the duals are
in separate Part D plans so they are navigating Medicaid, Medicare
and pharmacy coverage. So that is the importance of putting every-
thing together in a way that is seamless to them.

The challenges are many. There are certainly always—whenever
you change a system, there are concerns. We have concerns with
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capacity, with provider capacity, particularly in the long-term sup-
ports and services side. We have carve-outs in some States, par-
ticularly around behavioral health, so all those issues that we need
to address, but the opportunity is great, and one of the reasons
these States were selected was because they are committed to pro-
viding full integration. As I mentioned earlier in response to an-
other question, we think only about 100,000, maybe 120,000 folks
have fully integrated models. You will hear about one of those
today with the PACE program. But again, our goal is to create
those types of systems for significantly larger numbers of Medicare
and Medicaid enrollees.

Mr. WAXMAN. As you move forward in developing these new sys-
tems for dual-eligible beneficiaries, I think it is critical that you
hear from the individuals and their family caregivers and get their
input into the process to ensure that any new approaches are sim-
ple enough for these individuals and their caregivers to navigate,
protects the rights currently guaranteed to beneficiaries in Medi-
care and Medicaid while also meeting their health concerns. How
will your office ensure that we get these voices heard from the pa-
tients and the caregivers?

Ms. BELLA. Well, first of all, we share your commitment and your
interest in doing that. We are very vigilant with the States on the
expectations in terms of stakeholder engagement. We have gotten
wonderful input from different consumer advocacy organizations
about how to ensure that is meaningful. We are doing focus groups
of real dual-eligible beneficiaries around the country so hearing
from the real people about what is working and what is not work-
ing, why did some choose integrated systems, why did others not,
and so those types of conversations really will be informing and
driving our efforts.

Mr. WAXMAN. Thank you very much. Thank you, Mr. Chairman.

Mr. PirTs. The chair thanks the gentleman and recognizes the
subcommittee vice chairman, Dr. Burgess, for 5 minutes for ques-
tions.

Mr. BURGESS. Thank you, Mr. Chairman.

In the section of the Affordable Care Act that you referenced that
creates your office, there is paragraph E says the Secretary shall
as part of the budget submit to Congress an annual reporting con-
taining recommendations for legislation that would improve care
coordination and benefits for dual-eligible individuals. When should
we expect that report?

Ms. BELLA. So our office was officially created December 30th
through the Federal Register and so we missed really the typical
budget cycle. In February the Secretary submitted a letter out-
lining the progress of the office to date, committing to our priorities
over the coming year, and now that we are established we will get
caught up on the regular cycle and provide you that annual report
as part of the annual budget process as the mandate requires.

Mr. BURGESS. So when should we expect to receive that report?

Ms. BELLA. Next year.

Mr. BURGESS. Next year, January, next year

Ms. BELLA. Next year, February of 2012.

Mr. BURGESS. It is just interesting, in the law that was signed
your office was created not later than March 1, 2010. It is always
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interesting how something can be created 3 weeks before the bill
got signed into law.

Let me ask you a question. In January, Dr. Berwick was at the
Commonwealth Fund symposium that they put on every year, and
of course, he articulated this problem, and I think he was a little
more dramatic. He said 20 percent of the beneficiaries are costing
80 percent of the money including blind and disabled in that group
as well. But that was a pretty startling figure that he related. Now,
another Member of Congress who was there, and I can’t take credit
for this, it was actually a Democrat who complained that American
health care was so complicated that he had to go out and hire a
concierge physician to manage his care between the two coasts on
which he lived, and so I asked Don Berwick, why wouldn’t you
have a concierge doctor for a dual eligible. It seems like it would
make a lot more sense to pay a physician to manage these condi-
tions. I have got some figures from 2005 where it is $26,000 a year
that we spend on a Medicare/Medicaid dual-eligible patient unless
they have five or more conditions in which case that cost doubles.
It seems like there is some significant efficiencies that could be
gained here through the integration of that care, whether you call
it a retainer physician, whether you call it integrated primary care,
but really putting the doctor and not the agency and not a home
health aide, putting the doctor in charge of that patient and hold-
ing them accountable, of course, to perform its metrics that you
outlined, the alignment, the data and the models and demonstra-
tions. Why not do that?

Ms. BELLA. I don’t think these things are mutually exclusive. 1
think there are opportunities depending on what is driving a bene-
ficiary’s needs. Some of them are less medical. They are non-med-
ical and so in those cases it does make more sense to have a care
manager, a behavioral health specialist or a home health aide.

Mr. BURGESS. But why not have a physician in charge of all of
those facets of care?

Ms. BELLA. There are certainly models that do that, and you may
hear a little bit about those on the second panel. There are a lot
of medical-home initiatives underway right now which the primary
purpose is to support the physician and provide infrastructure sup-
port so that the physician is managing the totality of the care and
is accountable for the financing, so I think there is a lot of promise
for many of those models and several States are exploring those
very things.

Mr. BURGESS. Well, forgive me for seeming impatient. I think
there is a lot more than a lot of promise. I think there is a deliver-
able that could be obtained really in a much shorter time frame
than anything we have heard discussed here this afternoon, and we
are talking about enormous amounts of money. We are talking
about people’s lives, people who are medically fragile, whose care
is of utmost criticality to them and to their families, and I simply
cannot understand why we wouldn’t move with greater dispatch.
We are going to have to wait another year for a report from your
office. I mean, these are things that should have been in the works
for some time.

Ms. BELLA. Certainly, developing new delivery system and pay-
ment models is first and foremost on what we are doing. We are
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happy to come over and do briefings at any time, and we have done
that repeatedly with several staffs. And the only other thing I
would say is, again, it is not that we are not advancing physician-
directed medical-home-type models but we are also looking at dif-
ferent types of care models, some of which are less expensive and
perhaps better tied to a beneficiary’s needs, which again would I
think advance what you are charging us to today, which is control
cost.

Mr. BURGESS. Well, you do get what you pay for. You know, the
experience with the accountable care organization rules and regs
that came down is just so disappointing. So many people had
placed so much emphasis on this and so much importance, and
then to find the reg was absolutely unworkable, that clinics who ac-
tually considered themselves accountable care organizations said
we can’t do this, and I worry about the same thing happening in
this population where it is so critical that we get it right.

Mr. PirTs. The chair thanks the gentleman and recognizes the
gentleman from Illinois, Mr. Shimkus, for 5 minutes for questions.

Mr. SHIMKUS. Thank you, Mr. Chairman.

Welcome. We are glad to have you here. Realizing that the Med-
icaid expansions in the health care law do not in totality affect dual
eligibles, do you believe that the expansion of Medicaid—and I
know you mentioned this woodworking aspect—do you fear the
woodworking aspect with the expansion of Medicaid under the
health care law?

Ms. BELLA. We don’t, no.

Mr. SHIMKUS. The latest MedPAC report included a chapter on
dual eligibles. In its report, the commission noted that a single pro-
gram design is not likely to be adopted in every State. They added,
there is no clear evidence about which programs are most effective
for every type of dual-eligible beneficiary. Do you agree that a one-
size-fits-all strategy for improving the coordination and integration
of care for duals is a bad strategy?

Ms. BELLA. We think it is very important that we recognize that
there are different delivery system designs in the States, and if we
are going to be effective, we have to work with States to under-
stand what systems are going to work best for a given State, and
honestly, for a population within that State.

Mr. SHIMKUS. And following up on that, do you believe that man-
datorgr enrollment with an opt-out policy would increase enroll-
ment?

Ms. BELLA. As we discussed a little bit ago, enrollment is obvi-
ously a significant issue. We don’t have as many people in these
types of systems as we would like to today so it is one that we are
exploring to understand. It is one that we are learning from in the
focus groups as well to understand what it is that is holding back
enrollment, and that is one of the things that is part of this design
process in our work with both States and stakeholders.

Mr. SHIMKUS. And part of the problem in obviously the Medicaid,
the dual eligibles, the Medicaid and Medicare, is that the 50/50
share of Medicare and the ownership that the State has versus
Medicare, which is the federal program, and, you know, the conten-
tion is or the fear that some States may not be motivated to help
solve this based upon depriving them of the 50/50 share if Medicare
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is assuming more of a role, or a role. Can you talk me through that
and your experience in talking with States and whether this might
lend itself to a sharing of Medicare as part of this debate of how
you have inclusive care?

Ms. BELLA. Sure. Our work with States highlights that an area
that creates challenges is the misalignment of incentives between
the Federal Government and the States. The governors have said
that. NGA has said that. MedPAC has said that. This Administra-
tion recognizes that. So that is part of our work with States is to
understand if we are going to get this right, we have to look at how
we align the incentives to create systems of care that are better
than we have today.

Mr. SHIMKUS. And I will just end on this, and again, I appreciate
your time and look forward to the second panel. Illinois in par-
ticular is a struggling State, as many States are, but we have a $12
billion debt. A lot of it is due to the expansion of Medicaid without
comparable increase in revenue by the State and so it just was bor-
rowed money and the like. Under the health care law, which leads
back to the first question, it actually increased enrollment for Med-
icaid versus over the very lucrative program the State has. That
is why I would argue that there should be a concern about more
people coming out into the arena based upon the expanded bene-
fits, and I would hope that you all would take a closer look at that
because I do think that is going to be additional liabilities for us
that we are not calculating in costs today.

Thank you, Mr. Chairman. I yield back.

Mr. BURGESS. Would the gentleman yield?

Mr. SHIMKUS. I would yield to Dr. Burgess.

Mr. BURGESS. Can I go back to the integrated care question that
I was talking about just a moment ago? So what is being done right
now as far as making families aware of the availability of inte-
grated type of care?

Ms. BELLA. It depends on a given State and a given health plan
so there are opportunities to inform beneficiaries and their care-
givers of integrated care options either through State efforts or
through health plan efforts.

Mr. BURGESS. Is anything being done to enroll people in inte-
grated care programs?

Ms. BELLA. Certainly, but there are two different enrollment
processes, one for the Medicaid half of the person and one for the
Medicare half of the person.

Mr. BURGESS. But the estimates I have are less than 2 percent
of all of the dual eligibles are in some type of integrated care pro-
gram.

Ms. BELLA. Correct.

Mr. BURGESS. And yet the promise these types of programs hold
is high. Maybe you can get back to me with some additional infor-
mation on what is being done to foster that information.

Ms. BELLA. I would be happy to do so.

Mr. PirTs. The chair thanks the gentleman and recognizes the
gentleman from Ohio, Mr. Latta, for 5 minutes for questions.

Mr. LATTA. Well, thanks very much, Director, for being with us
this afternoon. I appreciate your time.
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Just a little background because I didn’t see, where were you di-
rector at?

Ms. BELLA. Indiana.

Mr. LATTA. And how long were you the director in Indiana?

Ms. BELLA. From 2001 through 2005.

Mr. LATTA. I always like to find out a little bit about a person’s
background because sometimes it is good to see things from the
other side of the fence. I was in the State legislature in Ohio for
11 years, and during that time we had our go-arounds, especially
with the cost of Medicaid going up, what it is costing the State
budget today, and so I am glad you have that experience.

And not that I wasn’t fascinated with all of your testimony but
something struck me on page 4. In the second paragraph when you
are talking about coordination of the offices, the one thing that
really caught my attention was the seamless care, and I know that
years ago when was in the legislature, I had been a county commis-
sioner for 6 years prior to that, we had an individual in the county
that we had a lot of problems trying to get to the right service, to
the right place, and I was very proud of my home county in that
we worked things out, and how we termed it was “seamless.” And
the reason I find that interesting is that how is it that it has taken
this long for us to get to this point that after decades that we are
finally starting to talk about seamless and then also in your testi-
mony talking about the offices working to improve the collaboration
and the communication out there. And again, I think that goes
back that you have seen things from the other side of the fence
that, you know, for decades States have been on the receiving end
of things and the Federal Government is saying one thing and the
State is saying, well, how are we going to get this done. So I will
just ask you that.

Ms. BELLA. Well, a few thoughts. I mean, when these programs
were created, I don’t think it was ever envisioned there would be
9 million people eligible for both and so they work exactly as they
were designed to work, which is completely separately, and we
haven’t had the resources to date committed and accountable for
trying to put them together and create seamless systems, and you
all fixed that by creating this office, and so I think it is a recogni-
tion. Oftentimes it seems to be the most difficult fiscal times that
drive some good developments that could help real people and co-
ordinate care, and that perhaps is what we are seeing today is one
of the greatest advantages of having to realize where we need to
focus is on this population and so we now have a group of people
that is all we do, and so we are accountable for making that better
and working with our State partners to do so.

Mr. LATTA. Let me ask this, if I may because, you know, I hate
to say it this way, but we do have some established bureaucrats in
this city that have been here for a while, and in listening to your
testimony and answering the questions to other members with us
today, you know, that you are talking about doing focus groups
around the country, that you are going to be listening and that, you
know, there is no one size that fits all because, again, like the
State of Ohio is completely different than what is happening out
in Idaho or you name it. But I think it is going to take the direction
from you as someone that has seen it from the other side to really
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impose upon these individuals down here that there is something
that occurs outside this beltway. I have folks back home ask me,
I don’t care what it is about, they say don’t they understand what
is going on back here, and it is very difficult to always have to tell
them no. And so we are going to be looking for your guidance to
make sure that these folks down here that have been here for a
while understand that they do have to take that direction from you,
that you are going to be listening, that you are going to have these
focus groups to find out what works best.

b Sl(; with that, Mr. Chairman, I appreciate the time and I yield

ack.

Mr. PirTs. The chair thanks the gentleman and recognizes the
gentleman from Louisiana, Dr. Cassidy, for 5 minutes for ques-
tions.

Mr. CAssiDY. Thank you, Ms. Bella. I appreciated our phone con-
versation a little while ago and I appreciate your testimony today.

Now, I have been trying to figure out, you mentioned the buckets
of dual eligibles, and the partial duals versus the full duals, the
full duals with the wraparound, and I gather the full duals may
have custodial care paid for by Medicaid but medical services paid
for by Medicare, and the partials will the deductible copay paid for
by Medicaid. What percent of patients who are duals are in each
bucket, and what percent of the expense of duals are in each buck-
et? Because clearly wherever—and then what are the medical out-
comes of each bucket? Because clearly, if we have poor outcomes
and higher expense for that more expense and poor outcomes in a
bucket, that is where we should focus our attention, yet it seems
as if it should take two different approaches.

Ms. BELLA. So the biggest bucket would be the full duals who are
receiving all Medicaid services and Medicare services——

Mr. CAssiDY. Not to be rude, but just so I understand, so really,
in the full duals, there is not that much that Medicaid is paying
for for acute medical services, I gather; rather, they are paying for
the custodial care. Is that correct?

Ms. BELLA. They are paying for largely the custodial care. They
wrap around and provide some things like behavioral health serv-
ices or home health, in cases where Medicare—it is wraparound
acute. It is the wraparound for the cost share for the duals and
then it is primarily the long-term care service and support.

Mr. Cassipy. OK. So then if we can differentiate how much the
Medicaid dollar is going for custodial versus those medical services
which Medicare does not pay for, do you all have data on that? Be-
cause I am gathering that most of the expense is in custodial care
which is relatively

Ms. BELLA. I would broaden it to call it long-term care supports
and services just because people tend to think of custodial as an
institutional base. So 70 percent of costs are in the long-term care
bucket, if you will, for those folks.

Mr. Cassipy. For the full duals?

Ms. BELLA. Yes, but again, that is not just the custodial care.

Mr. CassiDy. So then if you separate out—oK. Medicare and
Medicaid together, the duals are a higher percent relative to a co-
hort, a non-disabled cohort?

Ms. BELLA. Yes.
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Mr. Cassipy. OK. So if you just look at the non-long-term-care
costs for those duals, how does that relate compared to a cohort?
Do you follow what I am saying?

Ms. BELLA. So on primarily their Medicare expenditures?

Mr. CASSIDY. Yes.

Ms. BELLA. Yes, they are still higher across the board.

Mr. CAsSIDY. And is it as dramatic?

Ms. BELLA. It is fairly dramatic. I mean, if you think about they
are qualifying people for both Medicaid and Medicare so they have
not just the medical needs but they have a lot of psychosocial com-
plexity.

Mr. CassipDY. Now, let me ask you, we are going to hear about
a PACE program, and I am very impressed with the concept of
PACE but it is clearly not going to scale. I would like your perspec-
tive on why a program such as that is unable to go to scale.

Ms. BELLA. Well, PACE is designed for a very frail population,
so a couple of things: One is, PACE is for people who are 55 or
older and you need a nursing facility level of care, so again, that
is a very, very frail population.

Mr. CAssiDY. But that must be your highest expense population?

Ms. BELLA. It is a high expense, although—yes, it is a high ex-
pense.

Mr. CAsSIDY. And there must be a heck of a lot more than 20,000
people or 100,000 or whatever.

Ms. BELLA. There are opportunities that Shawn will discuss, and
they have been thinking about to get something that is available
to more people in more States. It tends to be resource-intensive to
get some of the programs started but it has very fundamental con-
cepts that we want to replicate.

Mr. Cassipy. Well, I accept that, it has got great concepts, and
say this not to diss but rather to say—that is disrespect—but rath-
er just haven’t gone to scale.

Ms. BELLA. Yes. He is going to get into a lot more, but I would
be happy to have another conversation with you offline.

Mr. CAssiDY. The ACO rules which are just, I mean, place great
faith in supercomputers to contact, to follow different patient inter-
actions, physician interactions I almost see as counterproductive.
Have you read the ACO rules and thought about how they are
going to apply to dual eligibles?

Ms. BELLA. I have to be honest, I haven’t read every single page.
I have read a majority and have been thinking about how do you
take that model for folks that have long-term care, not just acute-
care needs, and that have different funding streams, both Medicare
and Medicaid, and make sure that we are creating a system that
again doesn’t provide opportunities

Mr. CAssiDY. I understand that is what your approach is but
what I have just gathered from you, most of the Medicaid expense
is actually on the long-term care aspect of it and the ACO is going
to be principally on the acute medical services. In that way, the
ACO still doesn’t dictate or assign or anything else, it just follows.
I think you answered the question. The following, it still seems like
that is what we have now. You are just merely following and pay-
ing a lot of money for this coordinated care.
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Ms. BELLA. We are excited about the opportunity to work with
our States. Again, we are thinking about how do you adapt more
of a managed fee-for-service approach that has an accountability
%ike an ACO that brings in the long-term care side for this popu-
ation.

Mr. CAssiDY. Thank you. I yield back.

Mr. PrrTs. The chair thanks the gentleman and recognizes the
gentleman from Kentucky, Mr. Whitfield, 5 minutes for questions.

Mr. WHITFIELD. Thank you, Mr. Chairman, and Ms. Bella,
thanks for being with us today.

When the Affordable Care Act was passed, the method used in
passing it created a lot of animosity, much of which is still out
there, and I am assuming that you were not even working at CMS
when it passed, but the method used, for example, when it was on
the House Floor, this bill was 2,500 pages, whatever it was, we
were not allowed to even offer one amendment. So I contrast that
sort of process to deal with a complicated health care delivery sys-
tem that has a lot of problems with what you are doing in your co-
ordination office in which you are giving $1 million to 15 different
States for the purpose of allowing them to explore, be innovative
and see if they can come up with a system that works so it could
be replicated in other States, which I think is commendable. But
that same suggestion has been made for Medicaid regarding the
grants to the States. A lot of controversy in the Republican budget
was, we will have a capitated system for Medicaid.

My question would be, don’t you think that there would be some
merit in working out a system so that individual States on Med-
icaid could explore, be innovative? I know we are not talking about
dual eligibles per se but the Medicaid program. Do you see any
benefit by setting up a system that would work like that?

Ms. BELLA. We are really kind of singularly focused on setting
up coordinated and accountable system for dual eligibles and mak-
ing sure that there are beneficiary protections, access to care and
funds sufficient to provide care in such a way that eventually helps
with the cost conundrum.

Mr. WHITFIELD. But at least you all are doing that with 15
States, so I think that is a good idea.

I would like to yield the balance of my time to Dr. Burgess.

Mr. BURGESS. Thank you, Mr. Whitfield.

If I could, let us just go back the fact that the spending per dual
eligible in 2005, $26,000, unless they had five or more conditions
in which case it doubled to $50,000. Obviously more medical condi-
tions are going to cost more but it seems like that amount is great-
er in the dual-eligible realm than it is for the comparable Medicare
patiegt with five or more chronic conditions. Is that a fair state-
ment?

Ms. BELLA. Across the board, dual eligibles rate higher than
Medicare-only beneficiaries, yes.

Mr. BURGESS. So is that increasing cost only because of the cost
of long-term care or is there something else that is entering into
that? What accounts for that cost differential?

Ms. BELLA. Well, this is a much more complex population and so
the needs that they have and the way those needs translate into
utilization of services is what drives cost. I mean, across the board,
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again, this population is poorer, sicker, more impaired than any
other population.

Mr. BURGESS. Correct, which is why my anxiety about not having
a knowledgeable medical person in charge of orchestrating all as-
pects of that care, if you don’t have that, then you are going to get
what you have got, and the last thing we want is more of what you
have got because we haven’t got any more to give to pay for what
you have got. Do you follow me? I mean, this is so critical that we
have the knowledgeable medical person in charge and responsible
for that patient’s care. The elderly patient in the nursing home
doesn’t just get a urinary tract infection, they get urosepsis, and
they come into the hospital and they die after five days of intensive
therapy. The outcome is just absolutely dreadful and it costs a lot
of money. Someone to be able to anticipate that and prevent that
is literally worth their weight in gold in that situation. Is that not
correct?

Ms. BELLA. We are trying to create systems where there is an ac-
countable care team and an entity that is

Mr. BURGESS. You don’t need a team, you need a person. You
need one person to be accountable. I am sorry, I am old school. I
am a doctor. In the old days, there was one person in charge and
accountable.

Mr. Chairman, against my better judgment, I am going to ask
that this Ezra Klein article from the Washington Post from June
16th be entered into the record. Only about half of it is accurate
but the part that is, is so accurate that I think it is worth sharing
with our colleagues and the general public.

Mr. PrrTs. Without objection, so ordered.

Mr. BURGESS. Thank you.

[The information follows:]
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Better Medicaid coordination would cut
costs, help the most seriously ill

By Ezra Klein, Published: June 16

White House officials strongly object to the notion that they’re going to sign on to a deficit deal
that makes its main cuts in Medicaid. But they don’t deny, and in fact endorse the idea, that
Medicaid will come in for some cuts. So I spent much of a day asking health-policy experts the
same question: If you need to cut Medicaid, how would you do it?

One way is to simply cut spending on the program. That’s the approach you see in the
Republican budget. Currently, the federal government contributes to Medicaid based on need.
That means spending goes up if therc’s, say, a massive financial crisis that knocks millions out of
work. But Republicans want the federal government to tie those contributions to a formula that’s
unrelated to need and, in fact, grows more slowly than health-care costs. And that would work.
You can spend less by spending less. But it’d mean the program either needs to cut benefits for
children, the very poor and the very old and disabled, or kick some of those people oft Medicaid
entirely. That is to say, it shifts costs rather than controlling them. And we need a better solution
to Medicaid than simply “less of it.”

Indeed, one of Medicaid’s problems is that it is, if anything, too cheap. It pays doctors much less
than private insurance or Medicare. The result? Doctors don’t like to take Medicaid patients. The
New York Times reported Thursday on a study in which researchers called doctor’s offices to
schedule appointments for children with conditions like “diabetes, seizures, uncontrolled asthma,
a broken bone or severe depression.” When the researchers said the children were covered by
private insurance, all but 11 percent got an appointment. When they said the children were
covered by Medicaid, two-thirds didn’t get an appointment. :

“In some cases,” says Len Nichols, director of the health-care policy program at George Mason
University, “we would do better if Medicaid paid more. If we could get more doctors to treat the
expectant mothers on the program and give them better care, that’d reduce the really expensive
stuff from the neonatal intensive-care units. And when you look at that study in the Times, notice
that the kids were waiting for specialists. That’s a disaster. If the primary care doctor has sent
you to a specialist, that means you’ve got a problem they can’t solve. And if you have to wait, it
festers.”

You don’t need to be a deficit hawk to worry when an 11-year-old’s seizures go untreated. But if
you are a deficit hawk, you should be particularly worried. Continually sending the paramedics
out is really, really expensive. Worse, it’s wasted money: A dollar spent keeping a kid healthy
and learning is worth a lot more to our economy than a dollar spent stabilizing kids after they
become unnecessarily sick.
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Though sometimes better care costs more, at least upfront, sometimes it costs less. And the
various experts I consulted believed there was one big opportunity for saving money in both
Medicare and Medicaid: the “dual eligibles.”

These are the people who are so sick and so poor that they qualify for Medicare and Medicaid.
Typically, Medicare might cover their hospital costs, but Medicaid will cover their long-term
care. And they arc really, seriously, no-joke expensive. They account for 40 percent of
Medicaid’s spending even though they make up only 15 percent of its members, and if you add
in Medicare’s spending, you’re looking at more than $200 billion a year for this group alone.

But expensive care isn’t necessarily good care. These people are often disabled and in no real
shape to navigate muitiple government and medical bureaucracies. There’s little coordination
among their various doctors and hospitals and nursing homes. If their cases were managed better,
they’d cost a lot less and the people would be a lot healthier.

The problem is that although coordinating their care could save us many billions over time, it’s
hard to do. You can’t just tell the Congressional Budget Office you’re going to try really hard
and expect it to score your efforts as reducing the deficit by $40 billion. Worse — at least from
the perspective of budget negotiators looking for new savings — a lot of the best ideas were in
the Affordable Care Act. The law cven set up the Federal Coordinated Health Care Office to
oversee the effort. That office, says Edwin Park, a Medicaid expert at the Center on Budget and
Policy Priorities, “is now sending out grants to states to test new delivery system models for the
dual cligibles.” So how soon can we expect to see some savings? Park doesn’t sugarcoat it. “This
will take a number of years before we know exactly what models work.”

There are, of course, other places where we could plausibly eke out a few billion here or there.
The administration says its budget proposal would save $100 billion over 10 years, and the costs
would fall on drugmakers and providers rather than the disabled and the very poor. There was
some skepticism among the experts I consulted as to the administration’s ability to achieve those
savings, but in the long-run, whether they’d really get $60 biltion or $100 billion is almost
irrelevant.

Nothing that anyone has proposed will be sustainable if we can’t figure out a way to care for
Medicaid and Medicare’s sickest patients in a most cost-effective way. Shifting eosts won’t work
because we’re too decent a nation to let these people die in the streets. Taxing providers or
further lowering reimbursement rates might buy you some time, but the savings will either be
eaten up by cost growth or, if you cut too deep, be turned into cost shifting, as we’re already
sceing with the kids who can’t get an appointment. In the end, it’s really all about the tough,
uncertain work of improving care, even if that work is hard for the CBO to score or the budget
negotiators to tout. A serious commitment from both parties to work continuously and
cooperatively on the dual-cligibles problem would be worth a lot more than the cuts and trims
we’re likely to see,
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Mr. PrtTs. The chair thanks the gentleman and recognizes the
gentlelady from the Virgin Islands, Dr. Christensen, for 5 minutes
for questions.

Mrs. CHRISTENSEN. Thank you, Mr. Chairman, and I thank you
and the ranking member for allowing me to sit in on this important
hearing, and I am particularly interested in being here because in
the dual-eligible population, somewhere around 40 percent of that
population are minorities, and so I hope, Director, that you are also
working with the new Office of Minority Health to look at that sub-
population as you plan this coordination.

So the dual-eligible population disproportionately suffers from ra-
cial, ethnic as well as geographic disparities, and these are particu-
larly pronounced in the end-stage renal disease population. There
has been a successful, I think, completion of a 5-year coordinated
care demonstration for end-stage renal disease patients, and what
are your thoughts about expanding this demonstration to the dual-
eligible population? Is this something that your office can work
with others to implement?

Ms. BELLA. Well, we are certainly interested in looking at all
demonstration opportunities that could be tailored to the dual-eligi-
ble population for different subsets of the population so it is cer-
tainly something that we can go back and discuss further with our
colleagues.

Mrs. CHRISTENSEN. I think it might prove helpful, especially
since end-stage renal disease, I am sure, accounts for a lot of the
cost that Medicare puts out.

Also as a provider, like Dr. Burgess, and having worked with
AmeriHealth Mercy family of companies, which is one of our coun-
try’s largest Medicaid managed care plans to help understand some
of the challenges, I understand that under current regulations,
services provided to Medicaid health plan enrollees by institutions
are not counted in determining payments to providers and this re-
sults in fragmented care because states often choose not to enroll
these populations into Medicaid health plans or they carve out pro-
vider services from the plan’s benefit coverage. Are you familiar
with this problem and barrier to enrollment or expanding enroll-
ment and are there any plans to address this?

Ms. BELLA. It is certainly something that we have heard from
some States and some plans, and again, kind of taking that list of
everything we have to begin to understand and figure out how we
are going to address greater opportunities to promote alignment.
That would be part of what we have on that list.

Mrs. CHRISTENSEN. Just one more question. Ms. Hewson from
Community Care of North Carolina in her testimony, one of the
things she notes is that programs targeting at-risk pre-duals may,
you know, be something to really start looking at, not only for the
care of those patients, better care of those patients, but also for the
lar?ger budget impact. Is this something that the office is working
on?

Ms. BELLA. Absolutely. There is a huge opportunity with the pre-
duals, particularly preventing their decline or their spend-down of
resources and being smart about how we can make an investment
on the front end and prevent migration into dual status. So yes, it
is something that we are looking at.
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Mrs. CHRISTENSEN. Thank you, Mr. Chairman.

Mr. PirTs. The chair thanks the gentlelady.

Mr. PALLONE. Mr. Chairman, could I ask unanimous consent
th(zilt I;/Ir. Markey be allowed to participate in the subcommittee
today?

Mr. Pirrs. Without objection, so ordered. Do you want to ask
questions of this panel?

Mr. MARKEY. If you don’t mind, Mr. Chairman.

Mr. Prrrs. All right. The chair recognizes the gentleman for 5
minutes for questions.

Mr. MARKEY. I thank you, Chairman Pitts and Ranking Member
Pallone, for holding this hearing, and I would like to thank Melanie
Bella for helping to lead the charge at CMS to improve care for 9
million patients who by definition are the sickest, poorest, costliest
individuals covered by either Medicaid or Medicare. The landmark
health care law included language that I authored to create a pilot
program called Independence at Home to address the unique needs
of Medicare patients who have multiple conditions including Alz-
heimer’s, Parkinson’s, et cetera. Caring for these patients is dis-
proportionately expensive yet this population often receives sub-
standard and uncoordinated care that products conflicting diag-
noses and confusing courses of treatment. Further, many of these
individuals wish to remain at home rather than nursing homes or
hospitals and they could do so if they were given some help. The
Independence at Home program gets at the root of the problem by
creating teams of health care providers who will work together to
coordinate care for these patients and provide primary care serv-
ices at the patient’s own home. If they succeed in lowering costs be-
yond 5 percent, the providers will share in the additional savings,
so there is a stake in lowering costs to the system.

It seems to me that Independence at Home could also help us im-
prove care for the patients who are eligible for both Medicare and
Medicaid by integrating health care services provided by Medicare
with long-term supports and services provided by Medicaid. For
years we have seen the success of Independence at Home-style pro-
grams at more than 250 VA locations and elsewhere throughout
the country. The VA programs have reduced nursing home care by
88 percent and reduced overall costs by 24 percent on the highest
cost, chronically ill patients all while achieving record-high patient
satisfaction rates. ElderPAC, which has been operating this style
of program for the dual population, shows savings to the Medicaid
program of 23 percent over the past decade.

So let me as you this, Ms. Bella. In light of the fact that the
Independence at Home model has proven successful in lowering
costs and improving outcomes among some of the most challenging
Medicare patients. Don’t you agree that your office should look at
expanding this model of patients that are eligible for both Medicare
and Medicaid?

Ms. BELLA. Well, first of all, we thank you for your leadership
and support on this issue. We are very committed to models that
allow dual-eligible beneficiaries to stay at home with supports. We
are in discussion with our colleagues about the Independence at
Home demonstration. As you know, it is still in development. It
will be available the first of 2012 and we are looking for opportuni-
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ties to make sure that it is in the mix of models that could be con-
sidered for dual eligibles.

Mr. MARKEY. Is there in your experience a reason to believe that
this is a good way of looking at how we keep these Alzheimer’s and
other patients at home longer and save the system money because
they don’t have to go to nursing homes?

Ms. BELLA. Certainly we are very interested in models that allow
individuals to stay in care preferences of their choice and that are
also cost-effective and so we do believe a model like this holds
promise. Again, we look forward to understanding how we can
adapt that in our work with States and others as we develop new
delivery system models.

Mr. MARKEY. And do you think that it makes some sense to
incentivize the health care providers that they make money if they
can figure out ways of saving money by keeping patients at home?
Do you think that that will incentivize them to think anew about
how to take care of these patients?

Ms. BELLA. Well, we always want to make sure that there is ap-
propriate beneficiary safeguards in place and that people are get-
ting the services that they need, but opportunities where we know
that there are opportunities to align incentives, it certainly is a di-
rection that the agency has been heading in terms of being able to
do some performance-based outcomes payments.

Mr. MARKEY. You know, I did that bill in conjunction with the
Alzheimer’s Association. As you know, there are 5 million Ameri-
cans right now with Alzheimer’s and 15 million baby boomers are
going to have Alzheimer’s, so it is obviously important that there
be a plan that coordinates with families, you know, who are the
principal caregivers so that they can have the maximum amount
of help at home, because once they go to a nursing home, it is
$60,000, $70,000 a year on Medicaid, you know, for those families,
so this is just a program that obviously meant to help keep them
at home, save the system money, make the families happier and
the patient as well in a setting where they would feel more com-
fortable, so we thank you, and I would like to continue to work
with you on developing that program.

Ms. BELLA. I would be happy to do so.

Mr. PirTs. The chair thanks the gentleman. That completes
round one of questions. We have one follow-up. Dr. Cassidy.

Mr. Cassipy. Ms. Bella, I should know this and I don’t, and I
apologize, but you mentioned a couple times that mental health
issues are going to—you know, it is an independent variable, it
sounds like. You do a retrogression analysis and it comes out men-
tal health is a big issue. So a couple questions. Is this related to
addictive disorders or is it related to, if you will, classical mental
health issues, number one, you know, paranoid schizophrenia, for
example. Is the issue that they are noncompliant with medical
services and are going in and out with poorly controlled
comorbidities or is the issue that they are going in and out with
mental health admissions? And clearly, it seems as if that would
be something that a wraparound managed care organization could
theoretically improve outcomes and strengthen stability of the pro-
grams’ finances. What is the track record of such programs?
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Ms. BELLA. Let me try to take your questions in order. So the
first, I mean, when we think about the folks that have behavioral
health issues, it is mental illness, it is also substance use. There
tends, as you know from treating patients, there is a higher preva-
lence of substance use in folks who

Mr. CAssiDY. So that is a third category, if you will, combined?

Ms. BELLA. But you have the serious mental illness, schizo-
phrenia, bipolar, and then you have folks that have depression and
other symptoms. Clearly the utilization is different for those popu-
lations. What drives part of the trouble is there tends to be a dis-
connect in the physical and behavioral health systems, as you
know, and a real lack of information sharing so that one half
doesn’t know what the other half is doing with regard to this pa-
tient, and again, as a practicing physician, you can understand why
that would be so detrimental because the effects of:

Mr. CAssIDY. And again, that is why it just seems like managed
care would be custom made, that this is where it would integrate
and bring things together.

Ms. BeELLA. Certainly. I mean, there’s been different—States
have tried different approaches. Some have given responsibility for
everything to a health plan. Some have carved out behavioral
health services to a health plan while physical health services have
stayed in fee-for-service or sometimes physical health services have
gone to yet another health plan. So there tends to be different
mechanisms States have tried. There also have been a couple of
really great pilots, one in Pennsylvania, that it was within a fee-
for-service system but what they focused on was sharing informa-
tion and aligning incentives between the physical health and the
behavioral health world, and that made a huge difference.

Mr. CaAssipy. That was not managed care, that was just—there
must have been some integration between the practice groups.

Ms. BELLA. There was management on the behavioral health side
and it was fee-for-service with PMPM overlay on the physical
health side but no structural or organizational integration, if you
will, and it all got down to really understanding, making sure all
people involved in that care had a clear picture of what the bene-
ficiary was getting on both sides.

Mr. Cassipy. Now, they couldn’t have been doing that with Med-
icaid rates. They must have been paying Medicare rates to pro-
v}ilders, correct? Because that would be time-intensive to transfer
that.

Ms. BELLA. It was time-intensive. They had some outside support
during the pilot phase but also they got smarter about how they
delivered care. They used other types of practitioners. They did a
lot with peer support specialists, and the cost dynamic is different
when you——

Mr. CassiDY. Do you have an analysis of that you could share
with us? Because I think it is very intriguing.

Ms. BELLA. I am not sure that any final sort of journal-ready
analysis has been published but I would be happy to share with
you what has been done to date and certainly some descriptive
analysis and the metrics that they are using.

Mr. CAssIDY. Sounds great. And my second question, which was,
since we went to the third, is the increased expense due to multiple
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admissions for mental illnesses, for the paranoid schizophrenic, for
example, or is it noncompliance with medical illnesses so it is
bouncing in and out because their diabetes is poorly controlled, for
example?

Ms. BELLA. It is hard to generalize. I mean, both, but clearly two
things that both could be improved with integrated, coordinated
and accountable systems.

Mr. CassiDy. Do you have any idea of the—that will be a follow-
up question at a later time, but I would be interested, again, I try-
ing to understand which of this is compressible, long-term care is
not as compressible, whereas perhaps this would be. What percent
of the increased expense is related to this subgroup of populations,
those with mental health and physical health issues simulta-
neously?

Ms. BELLA. We will call that our bucket analysis and we will
work on getting you some analysis in those different categories
across the board for the committee’s consideration.

Mr. CAssiDY. Thank you.

Mr. PrtTs. The chair thanks the gentleman. We have a follow-
up questions from Dr. Christensen.

Mrs. CHRISTENSEN. Just a very brief question. As you know, the
territories with Medicaid cap and not all of the help for Medicare
either really have struggled to provide services for our dual eligi-
bles so I just wanted to know if this process of coordination, if your
office also looks at this issue in the U.S. territories.

Ms. BELLA. Our office is intended to be a resource for the States
and the territories who are interested in improving care, so yes, we
are available to work with the territories, absolutely.

Mr. PirTs. The chair thanks the gentlelady. That concludes panel
one. The chair thanks the Director for her excellent testimony and
yields to the ranking member for a unanimous consent request.

Mr. PALLONE. Thank you, Mr. Chairman. I would ask for unani-
mous consent to submit for the record the first report that Ms.
Bella’s office submitted to Congress as required by the ACA that
one member, I think Dr. Burgess, was asking about.

Mr. Prrrs. Without objection, so ordered.

[The information follows:]
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March 1, 2011

The Honorable John Boehner
Speaker of the House of Representatives
Washington, DC 20515

Dear Mr. Speaker:

I welcome this opportunity to provide you with an initial update on the early accomplishments of
the Federal Coordinated Health Care Office, which was established by section 2602 of the
Patient Protection and Affordable Care Act (Affordable Care Act). Pursuant to section 2602(e)
of the Affordable Care Act, this letter reports on the steps that the Federal Coordinated Health
Care Office has taken, and will take, to achieve the goals and responsibilities set forth in the
Affordable Care Act. Although the Federal Coordinated Health Care Office is not currently
making recommendations for legislation, it is anticipated that it will do so in next year’s report.

The Affordable Care Act charges the Federal Coordinated Health Care Office with more
effectively integrating Medicare and Medicaid benefits, and with improving the coordination
between the federal and state governments for individuals eligible for both Medicare and
Medicaid benefits (dual eligibles). While Medicare and Medicaid generally cover different
populations, there are a significant number of individuals eligible for both programs. Since dual
eligible beneficiaries must navigate the two programs separately, thiscan lead to the less than
optimally efficient and effective provision of care for these beneficiaries. In 2008, 9.2 million
beneficiaries were dually eligible for Medicare and Medicaid.' These dual eligible beneficiaries
are among the most chronically ill and costly segments of both the Medicare and Medicaid
populations, with many having multiple severe chronic conditions and/or long-term care needs.
Sixty percent of dual eligibles have multiple chronic conditions.” Nineteen percent of dual
eligibles live in institutional settings compared to only three percent of non-dual eligible
Medicare beneficiaries.’ Furthermore, dual eligibles account for a disproportionately large share
of expenditures in both the Medicare and Medicaid programs. Sixteen percent of Medicare
enrollees are dual eligibles, but account for 27 percent of Medicare spending in 2006.% Fitteen
percent of Medicaid enrollees are dual eligibles; however, these enrollees represented 40 percent
of Medicaid spending in 2007.2 Under the Affordable Care Act, Congress created the Federal
Coordinated Health Care Office to — among other goals — improve the quality of, and access to,
care for all dual eligible individuals. The Department of Health and Human Services (HHS) is
committed to assuring these goals are met.

Data based on Centers for Medicare & Medicaid Services {CMS) Enroliment Database, Provider Enroftment, Economic and Attributes Report,
provided by CMS Office of Research, Development and information, July 2010.

Chronic Discase and Co-Morbidity Among Dual Eligibles: Implications for Parterns of Medicaid and Medicare Service Use and Spending,
Kaiser Commission on Medicaid and the Uninsured. Kaiser Family Foundation, July 2010.

Report to the Congress: Aligning Incentives in Medicare. MedPAC, June 2010
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In September 2010, the Administrator of the Centers for Medicare & Medicaid Services
appointed a Director of the Federal Coordinated Health Care Office, Melanie Bella, who reports
directly to the Administrator. A Federal Register notice establishing this office was published
on December 30, 2010, and is enclosed for your reference. Ms. Bella is building a team with
significant experience with this population, both within and outside of federal and state
government.

Progress on Meeting Goals and Responsibilities

Under the direction of Ms. Bella, the Federal Coordinated Health Care Office has begun working
to improve access, coordination, and cost of care for all individuals eligible for both Medicaid
and Medicare through system transformation, innovation, and alignment of the administration,
care delivery, financing, and quality measurement within and across the two programs.

Section 2602(c) of the Affordable Care Act delineated specific goals of the Federal Coordinated
Health Care Office. Through all of its efforts, the Federal Coordinated Health Care Office is
working to exceed these goals, including by addressing and improving beneficiary experience,
access to care, quality of care, and cost of benefits for individuals with both Medicare and
Medicaid coverage.

Pursuant to sections 2602(c)(5) and 2602(c)(7) of the Affordable Care Act, the Federal
Coordinated Health Care Office is focused on eliminating regulatory conflicts and cost-shifting
between Medicare and Medicaid and among states and the federal government. Sections
2602(c)(1)-{4) of the Affordable Care Act further charge the Office with addressing issues
relating to quality of care and beneficiary understanding, satisfaction, and access under Medicare
and Medicaid. The Federal Coordinated Health Care Office has been engaged in ongoing
discussions with key internal and external stakeholders, including beneficiary advocates and
provider organizations, as well as state Medicaid agencies. The Office has used input from these
and other discussions to develop a comprehensive list of areas in which the Medicare and
Medicaid programs have differing policy, regulatory, or statutory requirements or incentives
which may prevent dual eligible individuals from receiving seamless, coordinated care. It has
also begun to prioritize a list of opportunities to potentially align certain of these differences, so
that we may begin to work on improving those that impact beneficiaries the most. It is
committed to an open and transparent process, including: releasing a list of such alignment
opportunities in early 201 1; inviting feedback on additional items for inclusion and prioritization;
and providing continual updates on its efforts.

The Federal Coordinated Health Care Office is also facilitating a collaborative effort across
Medicaid, Medicare, and external partners to evaluate and promote the development of quality
measures to better assess beneficiary access to care to reflect the unique circumstances of dual
eligible individuals. The Centers for Medicare & Medicaid Services will engage partners in
moving forward to review the availability of appropriate quality and access measures, and to
assist in the development of measures which accurately reflect the quality of care received by
dual eligible individuals. The partners will move forward in strategic development of such
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measures in a manner that streamlines quality measurement across Medicare and Medicaid for
individuals receiving care under both programs.

Section 2602(d) of the Affordable Care Act designated the specific responsibilities of the Federal
Coordinated Health Care Office. In order to meet these responsibilities, the Federal Coordinated
Health Care Office is working to provide states, payers, providers, beneficiaries, and caregivers
with tools necessary for developing programs that align Medicare and Medicaid benefits for dual
eligibles.

The first initiative in this area is the effort to provide timely Medicare Parts A, B, and D data to
state Medicaid agencies for their dual eligible populations by spring, 2011. The Office would do
so in a manner that comports with all applicable privacy laws and regulations and other statutory
and regulatory constraints on releasing data. States have sought such data for years to better
coordinate care for dual eligible individuals. The Federal Coordinated Health Care Office is also
working to provide business intelligence tools for states that want access to analysis of Medicare
data, but that do not have the capacity to integrate and process the Medicare raw claims or event
data themselves.

The Federal Coordinated Health Care Office is supporting state efforts to coordinate and align
Medicaid and Medicare acute and long-term care benefits. Partnering with the Center for
Medicare and Medicaid Innovation (“Innovation Center”), the Federal Coordinated Health Care
Office will award design contracts of up to $1 million each to up to 15 states working on
providing seamless Medicare and Medicaid benefits to dual eligibles. The overall goal of this
contracting opportunity is to identify delivery system and payment integration models that can be
rapidly tested and, upon successful demonstration, replicated in other states. The primary
outcome of the initial design period will be a demonstration proposal that describes the state’s
methods for structuring, implementing, and evaluating a model aimed at improving the quality,
coordination, and cost effectiveness of care for dual eligible individuals. State responses were
due February 1, 2011. The Centers for Medicare & Medicaid Services will award contracts
based upon a number of factors, including overall approach to integrating care, state capacity and
infrastrycture, analytic capacity, stakeholder engagement, timeframe, and budget.

The Federal Coordinated Health Care Office is also working collaboratively with the Innovation
Center to design unique opportunities for integrated care through payment and delivery system
reform for dual eligible individuals. These provider-based demonstrations will complement the
work underway in the Innovation Center on Medicare Accountable Care Organizations and other
Medicare payment and delivery system demonstrations, which will improve coordination of care
for a number of dual eligible individuals.

The Federal Coordinated Health Care Office has been focused on understanding the experience
of dual eligibles in integrated care, coordinated care models, and other delivery systems. Asa
foundation for this goal, it has been preparing brief profiles of dual eligibles in each state,
including demographics, service utilization, and availability of benefits.



63

The Honorable John Boehner
March 1, 2011
Page 4

The Federal Coordinated Health Care Office will monitor and report on issues from a national
level, including annual total expenditures, health outcomes, and access to benefits for dual
eligibles, including subsets of the dual eligible population, It will also seek to go beyond the
data and to go to beneficiaries themselves in order to better understand the dual eligible
beneficiaries’ experiences from their own perspectives. For example, in the spring of 2011, it
will conduct focus groups with individuals with disabilities among the dual eligible population,
to understand the impact of integrated care on beneficiary experience and outcomes. The state
profiles and targeted focus groups are part of the Federal Coordinated Health Care Office’s
broader effort to equip federal and state officials, advocates, plans, providers, and other
stakeholders with the data necessary to inform policy discussions on better serving dual eligible
individuals.

Pursuant to section 2602(d)(4) of the Affordable Care Act, the Federal Coordinated Health Care
Office has also consulted and coordinated with both the Medicare Payment Advisory
Commission and the Medicaid and CHIP Payment and Access Commission, including presenting
at the Medicaid and CHIP Payment and Access Commission public meeting in October 2010.
The Federal Coordinated Health Care Office will continue to collaborate with staff and members
of both Commissions on issues related to data analysis, care model demonstrations, and policy
alignment opportunities.

The Federal Coordinated Health Care Office will use early experience and the work already -
underway to inform next year’s report, which, pursuant to section 2602(e) of the Affordable Care
Act, will include any recommendations that the office may have for legislation that would help
improve care coordination and benefits for dual eligible beneficiaries. Please accept this letter as
HHS's fulfillment of the requirement to report to Congress. 1am also sending a copy of this
letter to the President of the Senate.

The Federal Coordinated Health Care Office is committed to working with Congress, states,
providers, payers, and, above all, beneficiaries and their caregivers to assure that individuals

eligible for both Medicare and Medicaid receive seamless, effective, appropriate, and person-
centered care. I look forward to keeping you apprised of its progress.

Sincerely,

Kathleen Sebelius

Enclosure
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likely than other children to be irritable
or to have mild, temporary diarrhea or
vomiting. This happens within the first
week afier getting a dose of the vaccine.

Serious Problems: Some studies have
shown a small increase in cases of
intussusception during the week after
the first dose. Intussusception is a type
of bowel blackage that is treated in a
hospital. In some cases surgery might be
required. The estimated risk is 1 case
per 100,000 infants.

What if my child has a severe reaction?
What should I look for?

Any unusual condition, such asa
high fever or behavior changes. Signs of
a severe allergic reaction can include
difficulty breathing, hoarseness or
wheezing, hives, paleness, weakness, a
fast heart beat or dizziness.

What should 1 do?

Call a doctar, or get the person to a
doctor right away.

Tell the doctor what happened, the
date and time it happened. and when
the vaccination was given.

Ask your doctor to report the reaction
by filing a Vaccine Adverse Event
Reporting System (VAERS]) form. Or you
can file this report through the VAERS
Woeb site at http://www.vgers.hhs.gov, or
by calling 1-800-822~7967. VAERS
does not provide medical advice.

The National Vaccine Injury
Compensation Program

The National Vaccine Injury
Compensation Program {VICP) was
created in 1986.

People who believe they may have
been injured by a vaccine can learn
about the program and about filing a
claim by calling 1-800-338-2342, or
visiting the VICP Web site at http://
www.hrsa.gov/vaccinecompensation.

For More Information

« Ask your doctor. They can give you
the vaccine package insert or suggest
other sources of information.

» Call your local or state health
department.

« Contact the Centers for Disease
Contro! and Prevention (CDC):

—~Call 1-800~232—4636 (1-800-CDC~

INFO} or
~Visit CDC’s Weh site at hitp://www.

cdc.gov/vaccines.

Department of Health and Human

Services
Centers for Disease Control and

Prevention
Vaccine Information Statement
{00/00/0000) {Proposed)

42 US.C. 300aa~26

Dated: December 21, 2010.
‘Tanja Popovic,
Depuiy Associate Director for Science,
Ceaters for Disease Control and Prevention
{€DC).
{FR Doc. 2010--32965 Filed 12-29-10; 8:45 am}
BILLING CODE 4183-t8-P

DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Centers for Medicare & Medicaid
Services
S of Orgar Functi
and Delegations of Authority

Part F of the Statement of
Organization, Functions, and
Delegations of Authority for the
Department of Health and Human
Services, Centers for Medicare &
Medicaid Services (CMS}, {last amended
at 75 FR 14176-14178, dated March 24,
2010) is amended to change the title of
the Office of Executive Operations and
Regulatory Affairs to the Office of
Strategic Operations and Regulatory
Affairs, to reflect the establishment of a
new Federal Coordinated Health Care
Office and 1o update the organization for
CMS, as follows:

{1} Under Part F, CMS, FC. 10
Organizations, change the title of the
Office of Executive Operations and
Regulatory Affairs {FCF) to the Office of
Strategic Operations and Regulatory
Affairs (FCF).

{2) Under Part F, CMS, FC. 10
QOrganizations, insert the following new
Office after the Center for Medicare and
Medicaid Innovation (FCP}: “Federal
Coardinated Hoalth Care Office (FCQ).”

{3} Under Part F, CMS, FC. 20
Functions, change the title of the Office
of Executive Operations and Regulatory
Affairs {FCF} to the Office of Strategic
Operations and Regulatory Affairs
(FCF).

{4} Under Part F, CMS, FC, 20
Functions, insert the following after the
description of the Center for Medicare
and Medicaid Innovation {FCP}:

Federal Coordinated Health Care Office
(FCQ)

e Manages the implementation and
operation of the Federal Coordinated
Health Care Office mandated in section
2602 of the Affordable Care Act,
ensuring more effective integration of
benefits under Medicare and Medicaid
{or individuals eligible for both
programs and improving coordination
between the Federal Government and
States in the detivery of benefits for
such individuals.

« Monitors and reports on annuat
tota) expenditures, health outcomes and

access to benefits far all dual eligible
individuals, including subsets of the
population.

» Coordinates with the Center for
Medicare and Medicaid Innovation to
provide technical assistance and
programmatic guidance related to the
testing of varions delivery system,
payment, service and/or technolagy
models to improve care coordination,
reduce costs, and improve the
beneficiary experience for individuals
dually eligible for Medicare and
Medicaid.

o Performs policy and program
analysis of Federal and State statutes,
policies, rules and regulations
impacting the dual eligible population.

* Makes recommendations on
eliminating administrative and
regulatory barriers between the
Medicare and Medicaid programs.

» Develops tools, resources and
educational materials to increase dual
eligibles’ understanding of and
satisfaction with coverage under the
Medicare and Medicaid programs.

» Provides technical assistance to
States, health plans, physicians and
other relevant entities of individuals
with education and tools necessary for
developing integrated programs for duat
eligible beneficiaries.

« Consults with the Medicare
Payment Advisory Commission and the
Medicaid and CHIP Payment Advisory
Commission with respect to policies
relating to the enrollment in and
provision of benefits to dual eligible
beneficiaries under Medicare and
Medicaid.

« Studies the provision of drug
coverage for new full benefit dual
eligible individuals.

« Develops policy and program
recommeondations to eliminate cost
shifting betweean the Medicare and
Medicaid program and among related
health care providers.

+ Develops annual report containing
recommendations for legisiation that
would improve care coordination and
benefits for dual eligible individuals.

Autharity: 44 US.C. 3101.
Dated: December 7, 2010.
Kathleen Sebelius,
Secretary.
{FR Doc. 2010--32957 Filed 12-27-10; 4:15 pm}
BILLING CODE 4120-01-P
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Mr. PALLONE. And then I would ask unanimous consent to enter
the statement of Mary Kay Henry, who is the president of SEIU,
and I think you have both of these.

Mr. PrrTs. Without objection, so ordered.

Mr. PALLONE. Thank you.

[The information follows:]
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Statement of Mary Kay Henry

International President

Service Employees international Union {SEIU)
1800 Massachusetts Avenue, NW
Washington, DC 20036
Telephone: 202-730-7382

FAX: 202-350-6617

to the

Subcommittee on Health

Committee on Energy and Commerce

Hearing on

Dual-Eligibles: Understanding This Vuinerable Population and How to Improve Their Care
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On behalf of the more than 2.1 million members of the Service Employees
Internationat Union, | am pleased to submit the following written testimony to be
included in the public record for the House Energy and Commerce Committee
hearing on “Dual-Eligibles: Understanding This Vuinerable Population and How to
Improve Their Care.”

The health care system in the US is highly fragmented. Lack of care coordination is a
challenge for all clients, but may be most significant for individuals covered by both
Medicare and Medicaid {typically referred to as “dual eligibles”}. Most often, it is
dual eligibles that have the most significant health needs of all Medicare
beneficiaries.

Problems caused by the lack of coordination between Medicare and Medicaid
services for the dual eligibles are well documented.’ Medicare and Medicaid are run
as two entirely separate programs with two distinct and separate payment
systems—especiaily under fee-for-service arrangements, but also under many
managed care frameworks. For dual eligibles, this results in “treatment silos,” with
Medicare covering primary and acute care, and Medicaid covering most long-term
care services, some medication, medical devices and paying for Medicare premiums
and co-pays.”

Moreover, there is often little care coordination inside either Medicare or
Medicaid--each provider acts in isofation, so that one client can receive care from
several doctors operating under separate care pians. All too often, the
fragmentation arising from the separate payment and delivery systems results in
unnecessary, duplicative, or missed services and avoidable exacerbations of illness
leading to expensive hospitalizations and institutional stays, as well as cost-shifting
among payors.”

There has been some innovation through PACE programs and some managed care
arrangements that blend Medicare and Medicaid services and funding, but
nationally only 1.5% of ail duat eligible individuals are enrolied in any kind of
integrated care program that includes long term and acute and primary care
services." For dual eligibles, integrating long term care into care coordination
programs is crucial because of their heavy retiance on these services.

The Untapped Potential of Home Care Workers

Within the existing long term care system, Home care workers deliver a vital and
cost effective service for many populations, including dual eligibles. The core service
that home care workers provide is assistance with activities of daily living {ADLs) and
instrumental activities of daily living {IADLs}.” Home care workers provide these
services in clients’ homes, thus enabling people who would otherwise need costly
institutional care to remain at home and maintain more independent fives.
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Dual eligibles have a demonstrated need for ADL assistance. Fifty-two percent of dual eligibles need
assistance with one or more ADLs—23% need assistance with 1-2 ADLs, and 29% need assistance with
3-6 ADLs.” When such services are provided by home care workers, these home care workers have
regular contact with a large universe of dual eligible individuals.

Often, home care workers are the health care workers who spend the most time with clients, and they
do so in an ongoing rather than episodic manner. This ongoing relationship means that Home care
workers build trust with their clients {and often with clients’ families}. Home care workers are also
likely to notice slight changes in a client’s heaith and social well-being—changes that, if not addressed
properly, may lead to emergent care, in-patient hospitalization, or longer-term institutionalization in a
nursing home.

Despite this strategic positioning, home care workers are not trained, expected, or afforded the
opportunity to provide additional services or to leverage their detailed and up-to-the-minute
understanding of a client’s health and social well-being into better care from other parts of the service
delivery system.

The Concept: Integrating Home Care Workers into Care Coordination and Improved Service Delivery
for Dual Eligibles

Much of the recent discussion of care coordination considers systems encompassing only primary care
and acute care. Because dual eligibles have such significant long-term care needs, care coordination for
duals will not be effective unless it includes long term care services. A fully integrated care coordination
model that includes long-term care would improve on primary/acute care models by capitalizing on the
position of home care workers in providing some of the most essential long-term care services and
coordinating client care on a frequent and face-to-face basis.

For background, we assume that in any care coordination model there is a multi-disciplinary care team
and a process for participant-centered care planning, where this care team and the care plan encompass
primary care, acute care, and long-term care.

In addition to providing assistance with ADLs and IADLs as they do in existing programs, in an enhanced
care coordination model the HCW would fill two additional essential roles:

1. Regularly communicating with care managers; and
2. Providing an expanded range of services (in addition to ADLs and IADLs).

First, because of regular and extensive client contact, the home care worker has a unique role to play in
the development and execution of the individual’s care plan. Home care workers and clients spend
significant portions of their days together, performing intimate tasks such as bathing and dressing. For
example, Home care workers in Massachusetts typically spend 20-30 hours per week delivering direct
care in the homes of clients.” This regular and intensive contact means that a home care worker is likely
to notice subtle changes in condition that another caregiver—say, a doctor, in the course of a brief office
visit—perhaps would not notice. This extensive contact also likely means that a home care worker
builds a unique relationship of trust with the dual eligible individual. This heightened trust in turn means
that the dual eligible individual may be more likely to-—and better able to-~speak candidly with her
home care worker about pain or other symptoms.
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As a result, home care workers can serve as a conduit of information in two directions. The HCW can
share information with the care manager{s} that is crucial for health-related decision-making—
information that would likely not otherwise come to the attention of the care manager or other
provider. Similarly, the home care worker can take emergent issues identified by care managers into
account in delivering care. This can prevent health and social issues from worsening to the point of
requiring otherwise unnecessary services, and is fikely to result in better heaith and social outcomes and
lower expenditures.

Second, when a home care worker is in regular communication with a care manager overseeing a muiti-
disciplinary care team, and is helping the care manager identify health issues that need treatment in
order to avoid institutional care, the quickest and most simple way to address those heaith issues may
often be for the home care worker herself to provide treatment in the course of her regular contact with
the client, rather than to schedule a separate visit from an RN or an office visit with the client’s primary
care provider. This care coordination approach would expand home care worker roles beyond
assistance with ADLs and !ADLs to tasks that are traditionally the province of registered nurses or other
heaith professionals. Such tasks might include medication administration, assistance with physical
therapy, wound care, administration of feeding tubes, and glucose monitoring. “ Home care workers
can also play a role in preventative care by educating and supporting the client in proper nutrition,
exercise/mobility assistance, smoking cessation, and safe household maintenance -- for example,
ensuring presence of functioning smoke detectors.

A care coordination mode! along these lines has significant promise for helping to prevent avoidable
care—especially avoidable hospitalizations and nursing home stays—and therefore has significant
promise to bend the medical cost curve, as well as improve health outcomes for clients.

Supporting Evidence for the Potential of Leveraging Home care workers

As previously discussed, there are two components to the enhanced role of home care workers under
this care integration concept—reguiar communication as part of the care coordination team and an
expansion of the range of services home care workers deliver. Care coordination models that formally
utilize home care workers in these ways do not exist on a significant scale in any part of the US to date,
so there is little direct evidence of the efficacy of such potential programs. However, there are related
programs, such as transition, nurse delegation, and certain care integration programs, that contain
elements of this concept, and provide positive evidence in support of these elements.

Care Transitions, PACE, and Avoidable Hospitalizations—Supporting HCWs as members of the care
team

The Program of All-Inclusive Care for the Elderly {PACE) is one example of a program in which HCWs
serve as part of a multi-disciplinary care team. PACE is a capitated, care coordination program that
integrates Medicare and Medicaid services for individuals 55+ who are eligible for nursing home care.
Under PACE, services are provided by a team composed of at least the following members: a primary
care physician, an RN, a social worker, a physical therapist, a pharmacist, an occupational therapist, a
recreational therapist, a dietician, a PACE centers manager, a home-care coordinator, personal-care
attendants, and drivers, Each member of the team performs an initial assessment of each patient, and
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then the group works together to create a single care plan. The team holds weekly care-planning
meetings during which the care plans are reassessed.

An evaluation of the PACE demonstration program found that enrollment was associated with higher
patient satisfaction, improved health status and physical functioning, an increased number of days in the
community, improved quality of life, and lower mortality. The benefits of PACE were even greater for
the frailest older adults, whose enroilment was associated with lower rates of service utilization in
hospitals and nursing homes and higher rates of ambulatory care services.

Benefits of Care Coordination in Post Acute Settings - A 2006 study of coordinated care given to elderly
patients across various care settings following their discharge from an acute care hospital found
significantly decreased rates of re-hospitalization. Nurses and social workers were trained as transition
coaches, who then educated patients and their family caregivers on asserting a more active role during
care transitions and fostering care coordination and continuity across settings, through four piiiars of
care. The four pillars included {1) assistance with medication self-management, (2) a patient-centered
record owned and maintained by the patient to facilitate cross-site information transfer, (3) timely
follow-up with primary or specialty care, and (4} a list of “red flags” indicative of a worsening condition
and instructions on how to respond to them. Researchers estimated that for every 350 patients who
received follow up coordinated care, hospital costs to Medicare/Medicaid were reduced by
approximately $300,000.

This study Hustrates the importance having home-based support to provide continuing care in the
client’s home after a hospital discharge, and its success demonstrates the potential of engaging front-
line direct caregivers in coordinating care during a particularly important episode of care. Homecare
workers could be of great value in such a model. They could assist with front line care coordination,
especially where clients have no family caregivers, and could reduce the need for multiple nurse
visitations as they are already in the client’s home.

Potentially Avoidabie Hospitalizations — The Center for Medicare and Medicaid Services Office of Policy
commissioned a study on avoidable hospitalizations among 1.6 million dual eligibles receiving services in
nursing facilities or through HCBS waiver programs. The study found that dually eligible beneficiaries in
Medicaid HCBS waiver programs had very high rates of potentially avoidable hospitalizations. The
potentially avoidable hospitalization rates were 408 per 1,000 person years for enroflees in Medicaid
HCBS waiver programs using a full condition list, and 250 per 1,000 person years using a more restricted
list of conditions.

One of the study’s conclusions is that there is a clear unmet need in chronic disease management and
early identification of acute exacerbations that might result in hospitalization. The study suggests that
targeted interventions and educational initiatives to improve the recognition, assessment and early
management of these conditions could reduce these hospitalizations. The information and conclusions
in this study indicate the potential for HCW’s to fulfill an important role in reducing costly
hospitalizations by identifying and reporting conditions to other care team members so the client may
be treated accordingly to prevent acute medical exacerbations.

Nursing delegation and enhanced responsibilities under consumer direction: Support for expanding
the services HCWs deliver
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Both Washington and New Jersey have innovative nursing delegation programs. Washington permits
home care workers to take on expanded tasks beyond traditional ADLs/IADLs, and does so in two ways.
First, the state permits extensive delegation by RNs to HCWs in any HCBS setting, and is not limited to
specific tasks. Second, Washington allows individuals with disabilities to hire independent provider
HCWs, and the client is permitted to delegate to the HCW any task whatsoever, so fong as the consumer
has the ability to self-direct. Studies of these programs have established that consumers value their
ability to age at home and feel delegation and seif-direction programs support this outcome. Both
consumers and case managers believed the self-direction program in particular has saved the state
money by preventing utilization of more expensive services such as nursing homes and emergency
rooms.

New Jersey is currently in the middie of a three year nurse delegation pilot project. Aithough there is not
yet any data available, it is important to note the purposes and drivers of the program.
Acknowledgement that home care workers were performing skilled tasks without nursing oversight or
supervision as well as a feeling that the state was not making fult use of the “skills, knowledge and
talent” of both nursing and home care aide staff were precipitating factors in setting up the program,
and the state undertook several years of work with stakeholders prior to the implementation of the
project. The nurse delegation piot project serves around 200 individuals, who receive personal care
services from 22 home care agencies within the state. Nurses at these agencies receive referrais and
review existing caseloads to determine which clients would benefit from receiving delegated services.
Nurses then train and assist aides to administer these services. While formal studies of the effectiveness
and outcomes of the program have yet to be performed, long term goals of the pilot program include
increasing the number of individuals able to remain at home or in the community, making a better use
of the skill set of many home care providers, and a potential change of the state’s nursing regulation to
support broader delegation.

Senior Care Options Care Integration Modei: An informal example of HCWs in care coordination

The Senior Care Options program provides integrated care to duat eligible seniors in Massachusetts.
HCWs, in this case Personal Care Attendants (PCAs}, deliver consumer-directed personal care services to
many duai eligibles enrolled in this program, and care is coordinated through a Senior Care Organization
{SCO). The Commonwealth Care Alliance {CCA) is a SCO with multiple primary care sites and promotes
the use of PCAs to provide personal care support,

The Massachusetts’ PCA program allows PCAs to assist clients with tasks they wouid otherwise do for
themselves, under the direction and training of the client; these tasks often go well beyond assistance
with ADLs/IADLs. Some examples of tasks that clients train PCAs to do include taking blood pressure,
monitoring insulin levels and general medication assistance. At the request of the client, CCA will send a
nurse to assist with training the PCA as to how to perform enhanced tasks. if a client requests closer
collaboration between the PCA and the primary care team, this can be accommodated and can
contribute to better care coordination and service delivery. At the request of the client, CCA can send a
nurse to provide training to the HCW as to how to perform enhanced tasks. Through the client, the PCA
may be an “extender” of the primary care team, in communication about the care plan, and sudden
changes in the participant’s health. It is important to note, however, that none of this is a requirement
for SCOs and is not necessarily part of CCAs formal operational protocols; PCA communication with
primary care team members is always is at the discretion of the client and can vary from person to
person.
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The evidence of the current informal PCA role is anecdotal, but administrators and clinicians at CCA
recognize the important roles that PCAs play in delivering care, and have expressed interest in
integrating the client and PCAs into the care team more formally as well as offer the opportunity for
additionat skill development for PCAs, if this is of interest to the client, in areas such as behavioral
health, potential medication conflicts, assistance with physical therapy or exercise regimens, etc.

Conclusion

Home care workers are in direct contact with duals in their homes, and have the potential to serve as a
crucial point of contact in a person-centered coordinated care model. As part of the care management
team, a home care worker can readily identify changes in a client’s condition or circumstances, aliowing
the team to take appropriate preventative action to avoid costly and disruptive health issues. Such a
model has supportive anecdotal evidence, as well as additional supportive evidence from nurse
delegation and care coordination transition studies. The home care workforce should not be overlooked
as an integral part of fully coordinated care. States and private providers should be encouraged to
incorporate enhanced roles for home care workers into emerging care coordination models as a
practical and cost effective way to fully coordinate care and thereby improve health outcomes, enhance
individual client experience, and help bring down heaithcare costs.

! See Board of Heafth Care Services, “Retooling far An Aging America Chapter 3: New Models of Care,” institute of Medicine
Report, Committee on the Future Health Care Workforce for Older Americans, Aprif, 2008,
http://www.lom.edu/Reparts/2008/Retooling-for-an-Aging-America-Building-the-Health-Care-Workforce.aspx.; Lewin Group,
“Increasing Use of the Capitated Model for Dual Eligibles: Cost Savings Estimates and Public Policy Opportunities, November
2008, http://www.hchs.org/files/149/7433/Duai_eligibles_cost_savings.pdf; Lindsay Palmer Barnett, Center for Health Care
Strategies, Technical Assistance Brief “Integrating Medicare and Medicaid Data to Suppart improved Care for Dual Eligibles,”
luly 2010, http://www.chcs.org/usr_doc/Integrating_Medicare_and_Medicaid_Data_for_Duals.pdf ; John E. Wennberg,
Shannon Brownlee, Elliott S. Fisher, Jonathan S. Skinner and James N. Weinstein, Dartmouth Atlas White Paper: “An Agenda for
Change. Improving Quality and Curbing Health Care Spending: Opportunities for the Congress and the Obama Administration,”
December 2008, http://www.dartmouthatlas.org/downloads/reports/agenda_for_change.pdf.

" Sara Rosenbaum, jane Hyatt Thorpe, and Sara Schroth, Gearge Washington University, Center for Heaith Care Strategies, inc.,
“Policy Brief: Supporting Alternative Integrated Models for Dual Eligibles: A Legal Analysis of Current and Future Options,
November 2009, http://www.chcs.org/usr_doc/Supporting Alternative integrated Models for Dual Eligibles.pdf.

Y For a more thorough discussion see: The Lewin Group. “increasing Use of the Capitated Modet for Dual Eligibles”; Lindsay
Palmer Barnette, “Integrating Medicare and Medicaid Data to Support improved Care for Dual Efigibles.”

¥ A further challenge to effective care coordination—not addressed in this paper—is that there has been little incentive for
providers and states to coordinate care because the savings of coordination between the two programs is not shared, and may
accrue primarily to Medicare. Far discussion of this issue, see Sara Rosenbaum, Jane Hyatt Thorpe, and Sara Schroth, Policy
Brief.

¥ Activities of daily living {ADLs) and instrumental activities of daily fiving {IADLs) describe a person's fevel of functioning in
performing everyday tasks. There are six basic categories of ADLs: Hygiene {bathing, grooming, shaving and ora} care);
Continence ; Dressing; Eating (the ability to feed oneself}; Toileting {the ahifity to use a restroom}; Transferring (actions such as
going from a seated to standing position and getting in and out of bed). IADLs are generally more complex and can include the
following: Finding and utilizing resources {iooking up phone numbers, using a telephone, making and keeping doctor’s
appointments} ; Driving or arranging travel (either by public transportation, such as Paratransit, or private car); Preparing meals
{opening containers, using kitchen eguipment); Shopping (getting to stores and purchasing necessities fike food or clothing);
Doing housework {doing faundry, cleaning up spills and maintaining a clean living space); Managing medication {taking
prescribed dosages at correct times and keeping track of medications); Managing finances (basic budgeting, paying bills and
writing checks).

YMedicare Payment Advisory Commission, Data Book, June 2010, “Chapter 3 Dual Eligible Beneficiaries,”
{hitp://www.medpac.gov/chapters/jun10DataBookSec3 pdf.

¥ 1199 SEIU UHE internal analysis of 2009 Massachusetts statewide payrofl data provided by state contracted Fiscal
intermediaries.
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% permitting Home care workers to perform these tasks would likely require changes in the laws of various states ~ such as
changes that would authorize RNs to delegate and supervise Home care workers in the performance of these tasks, or
{following Washington State’s example — see below} that would permit disabled individuals to directly delegate such tasks to a
HCW. This is discussed in more detail later in this document.
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Mr. Prrrs. Thank you.

At this time I will ask the second panel to come forward, and I
will introduce them in the order of testimony. Robert Egge is the
Alzheimer’s Association’s Vice President of Public Policy and Advo-
cacy. Billy Millwee is the Associate Commissioner for Medicaid and
Children’s Health Insurance Program at the Texas Health and
Human Services Commission. Denise Levis Hewson is the Director
of Clinical Programs and Quality Improvement at Community Care
of North Carolina. And Shawn Bloom is the President and CEO of
the National PACE Association. Your written statements will be
made part of the record and we ask you to summarize each of your
openiélg statements in 5 minutes before the question-and-answer
period.

At this point the chair recognizes Robert Egge.

STATEMENTS OF ROBERT EGGE, VICE PRESIDENT OF PUBLIC
POLICY, ALZHEIMER’S ASSOCIATION; BILLY MILLWEE, ASSO-
CIATE COMMISSIONER FOR MEDICAID/CHIP, TEXAS HEALTH
AND HUMAN SERVICES COMMISSION; DENISE LEVIS
HEWSON, DIRECTOR OF CLINICAL PROGRAMS AND QUALITY
IMPROVEMENT, COMMUNITY CARE OF NORTH CAROLINA;
AND SHAWN BLOOM, PRESIDENT AND CHIEF EXECUTIVE OF-
FICER, NATIONAL PACE ASSOCIATION

STATEMENT OF ROBERT EGGE

Mr. EGGE. Good afternoon, Chairman Pitts, Ranking Member
Pallone and distinguished members of the subcommittee. I am Rob-
ert Egge, Vice President of Public Policy of the Alzheimer’s Associa-
tion, and I thank you for the opportunity to appear here today.

I want to begin by telling you about John and his wife Emma.
John and Emma are an elderly, low-income couple who depend on
both Medicare and Medicaid. John has Alzheimer’s disease and dia-
betes. John’s physician has been consistently attentive to his diabe-
tes but not to his Alzheimer’s. He has given John good diabetes
treatment plan, but because of John’s impairments due to his Alz-
heimer’s, John has been increasingly unable to comprehend or fol-
low those instructions. So despite his physician’s efforts, John’s dia-
betes and his overall health has steadily deteriorated. For her part,
Emma has been ill-equipped to help John manage the demands of
his dementia and his diabetes because of her own health and the
lack of caregiver training and support that has been offered to her.
Because of all of this, John and Emma began taking frequent trips
to the hospital ER where John was regarded as a noncompliant,
difficult diabetic.

Most of the hospital staff did not seem to recognize John’s de-
mentia and that his noncompliance with diabetes treatments
wasn’t about John being obstinate or unmotivated but was due to
his inability to self-manage his care. Those that did recognize the
presence and the implications of his dementia were at a loss for
what to do about it. So John continued to show up at the emer-
gency room for diabetes-related conditions at ever more frequent
intervals. Each time he was sent home with discharge orders often
explained to him without Emma even present that he had no hope
of following. These ER episodes were disconnected from his physi-
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cian’s care. John’s hospitalizations increased, his health deterio-
rated, claims to Medicare and Medicaid mounted. Reluctantly, John
and Emma decided he could no longer live in his home but had to
enter a Medicaid-funded nursing home much sooner than either of
them had hoped or expected.

As reported in the Alzheimer’s Association’s 2011 Alzheimer’s
disease facts and figures, there are an estimated 5.4 million Ameri-
cans like John with Alzheimer’s, currently a terminal disease with
no known means to prevent, stop or slow its progression, and there
are almost 15 million unpaid caregivers, many like Emma, who
help care for them. Those millions of Americans with Alzheimer’s
form a disproportionate share of the dual-eligible population. Sixty-
one percent of dual-eligible individuals are cognitively or mentally
impaired. Nearly one in every six dual eligibles has Alzheimer’s
disease or other dementia. Alzheimer’s and other dementias are
also extremely prevalent among dual eligibles in nursing homes
where 59 percent of residents live with these conditions. Similarly,
at any point in time, about one-quarter of all hospital patients age
65 and older have Alzheimer’s or other dementias.

So this population of duals with Alzheimer’s is large in scale and
it is also very large in cost. Medicare payments for beneficiaries
with Alzheimer’s and other dementias are three times greater than
for comparable beneficiaries without these conditions, and Medicaid
payments are nine times higher. These facts lead to the first of two
points I want to conclude with today.

Individuals with Alzheimer’s that depend on Medicare and Med-
icaid make up such a large, vulnerable and cost-intensive share of
the dual-eligible population that policymakers should focus on
these beneficiaries in pilots, demonstrations and broader system re-
form efforts. Recognizing this group is offering a leading oppor-
tunity to improve care while controlling cost.

The other major point I wanted to close with is that focusing on
improving care for dual-eligible individuals with Alzheimer’s won’t
only deliver benefits for these millions of Americans but will also
have health benefits more generally. Over the years, our growing
awareness of the significance of manageable chronic conditions like
diabetes has led to an important emphasis on prevention, self-man-
agement and patient-centered care. Today, in a similar way, our
growing awareness of the widespread impact of cognitive impair-
ments due to Alzheimer’s and other causes should draw much-
needed attention to themes such as reducing program complexity,
the detection, diagnosis and documentation of medical conditions
like Alzheimer’s, and to putting in place care plans that recognize
not only an individual’s cognitive abilities but fully recognize and
support the critical role of the unpaid family caregiver.

The foundation of effective care is in diagnosis, care planning
and medical record documentation, principles contained in Mr.
Markey’s bill, the Hope for Alzheimer’s Act, which the association
strongly supports. Moreover, the insights underpinning this bill
apply across the dual-eligible and Medicare populations.

So again, thank you. The Alzheimer’s Association greatly appre-
ciates the opportunity to address these issues, and we look forward
to our continuing work with the subcommittee.

[The prepared statement of Mr. Egge follows:]
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United States House of Representatives
Energy and Commerce Subcommittee on Health

Testimony of Robert Egge
Vice President of Public Policy
Alzheimer’s Association
June 21, 2010
"Dual-Eligibles: Understanding This Vulnerable Population and How to Improve Their
Care.”
Good afternoon Chairman Pitts, Ranking Member Pallone and distinguished members of the
Subeommittee.
I am Robert Egge, Vice President of Public Policy at the Alzheimer’s Association. Thank you for
the opportunity to discuss the unique perspective of the millions of Americans living with

Alzheimer’s disease and other dementias who rely on both Medicare and Medicaid, as well as

the Association’s ongoing efforts to improve their care and quality of life.

I have two major points to make today. The first of these points is that it is important to examine
those dual-eligible individuals with Alzheimer’s and othcr dementias simply because they are
such a large, vulnerable and costly portion of the overall dual-eligible population. Even if there
were no broader benefit, better understanding and addressing the needs of this group are likely to

yield much better care at lower cost, because there is such room for improvement.

The second major point is that improving care for dual-eligibles with Alzheimer’s and other
dementias will bring additional benefits for dual-eligibles in general, and almost certainly for
those many more beneficiaries in Medicare and in Medicaid programs more broadly. Over the

past decade, our growing awareness of the significance of manageable chronic conditions like
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diabetes led to an important emphasis on themes like prevention, self-management, and patient-
centered care. Today, in a similar way, our growing awareness of the widespread impact of
cognitive impairments due to Alzheimer’s and other causes should introduce much needed

attention to themes such as program simplification and supporting the unpaid caregiver.

Alzheimer’s impact on America, and on the dual-eligible population specifically

Today, there are 5.4 million Americans living with Alzheimer’s and almost 15 million unpaid
caregivers. If left unchecked, by 2050 this devastating disease will affect as many as 16 million
Americans. Alzheimer’s discase is the sixth leading cause of death in the United States; the fifth
leading cause of death for those over the age of 65; and the only one of the top ten causes of
death in the United States without a means to prevent, cure or slow its progression. From 2000 to
2008, deaths from Alzheimer’s disease increased by 66 percent, while deaths from heart disease,

breast cancer, prostate cancer and stroke declined.

Turning specifically to the matter of today’s hearing, we know Alzheimer's disease is highly
prevalent among dual-eligible individuals. According to a Kaiser Family Foundation analysis of
the Medicare Current Bencficiary Survey Cost & Use File (2006), 61 percent of dual-eligible
individuals are cognitively or mentally impaired. Nearly one in every six dual-eligibles in
America today has Alzheimer’s disease or other dementia.

And 22 percent of older people with Alzheimer’s disease and other dementias are dual-eligibles.
Alzheimer's disease is also extremely prevalent among dual-eligibles in nursing homes, where 59

percent of residents live with the disease.
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Alzheimer’s beneficiaries are among the costliest of dual-eligibles. Medicare and Medicaid pay
over 70 pereent of the total cost of caring for people with the disease. Absent a cure or effective
treatment options, total care costs for those with Alzheimer’s and other dementias will rise from
$183 billion today to $1.1 trillion in 2050, and Medieare and Medicaid’s share of these costs will

rise from $130 billion to over $800 billion in 2050 in today’s dollars.

In addition, costs for individuals with Alzheimer's are significantly higher than their
counterparts. In 2004, average per person Medicaid payments for Mcdicare beneficiaries aged 6!
and older with Alzheimer’s and other dementias were more than nine times as great as average
per person Medicaid payments for Medicare beneficiaries without Alzheimer’s and other

dementias.

The reasons for these increased costs become apparent when examined along different
dimensions, such as care setting. For instance, hospital stays are a major component of Medickare
expenditures. As reported in the Alzheimer’s Association’s 2011 Alzheimer’s Disease Facts and
Figures: “In 2004, there werc 828 hospital stays per 1,000 Medicare beneficiaries aged 65 and
older with Alzheimer’s or other dementia compared with 266 hospital stays per 1,000 Medicare
beneficiaries without these conditions. At any point in time, about one-quarter of all hospital

patients aged 65 and older are people with Alzheimer’s and other dementias.”

Due 1o the sheer scale of the population of dual-eligibles with Alzheimer’s and other dementias,

and the disproportionate costs that they bring to the Medicare and Medicaid systems, they merit
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an in-depth investigation to determine innovative ways to deliver better care to these
beneficiaries as effectively as possible. Even if cost saving is not the driving motivation for such
efforts, unmanaged dementia is so inefficient in terms of poorly managed coexisting medical
conditions, increased hospitalization and readmissions, earlier placement in institutional care anc
the like, that cost savings are almost sure to follow in tandem with better outcomes. We urge that
the dual-eligible population with Alzheimer’s and other dementias be a particular focus for

innovation in pilots, demonstrations, and broader system reform efforts.

The challenges faced by dual-eligibles with Alzheimer’s and other dementias

Who are these dual-eligible Americans with Alzheimer’s and why is care for them so inefficient
today? The Alzheimer’s Association has a strong understanding of the challenges faced by dual
eligible individuals with Alzheimer’s and other dementias. It is an understanding developed and
refined by delivering programs and services through more than 300 points of care across the
country, and through handling more than a quarter of million calls each year through our 24 hour
a day, 365 day per year nationwide toll-free helpline. While every case is unique, the recent
experiences of an individual I’ll call John are typical, and illustrate how important it is to view

the issues before us today through the perspective of this population.

John and his wife, Emma, are an elderly, low-income couple and are eligible for both Medicaid
and Medicare. John has Aizheimer’s disease and diabetes. John’s physician is very attentive to

his diabetes but not to his Alzheimer’s. He has given John a good diabetes treatment plan, self-
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management guidelines and nutritional education. Yet, because of his impairments due to
Alzheimer’s disease, John cannot remember or fully comprehend his physician’s instructions.
So, despite his physician’s efforts, John’s diabetes is poorly managed and his blood glucose
levels are out of control. Emma is ill-equipped to help him manage the demands of his dementia
or his diabetes — let alone the interplay between the two — because of her own health issues and

the lack of caregiver training and support provided to her.

Instead of effectively managing his health and avoiding unneeded expenses through proactive
care, John and Emina take frequent trips to the hospital where John is perceived as a “non-
compliant, difficult diabetic™ by hospital staff. The staff does not recognize John’s dementia and
that his non-compliance with diabetes treatments is due to his inability to self-manage his care.
So, John continues to show up at the emergency room for diabetes-related conditions at ever
more frequent intervals. Each time he is sent home with discharge orders — explained to him
often without Emma present — that he has no hope of following. These ER episodes are
disconnected from his physician’s care. John’s hospitalizations increase; his health deteriorates;
claims to Medicare and Medicaid mount. Reluctantly, John and Emma decide he can no longer
live in his home but must enter a Medicaid-funded nursing home instead much sooner than either
of them had hoped or expected.

The Alzhéimer’s Association can, unfortunately, attest that John's story is all too typical, and is
but one of many that exemplify the need to plan and coordinate services to improve care — and to

delay nursing home placement for as long as possiblc — for this vulnerable population.

Lessons from cases like John and Emma’s for dual-eligible programs in general
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As | mentioned at the outset of this testimony, tracing the experiences of cognitively impaired,
dual-eligible individuals like John h‘ighlights the challenges before us this afternoon — challenges
that extend far beyond just this population, as large as it is. Specifically, this population casts
into stark relief challenges — and opportunities — rclated to access, coordination, innovation and

alignment.

Access: improving the beneficiary’s experience by reducing complexity. Financial barriers to
care have received considerable attention in recent years, as they shouid. But dual-eligibles with
cognitive impairment illustrate that barriers are not only financial — they are often due to the
complexity of and fragmentation of the systems these beneficiaries must contend with. As we
know from calls we receive to our nationwide toll-free helpline each and every day, many
Americans are at a loss for how to gain access to available services and are often overcome with
frustration. From the vantage point of a cognitively impaired person, navigating through the
Medicare and Medicaid systems is extremely daunting. The Medicaid application process can be
cumbersome and laden with requirements that are particularly challenging for individuals with
memory loss and impaired executive function. Separate applications are often required to access
each of the services and benefits needed. For example, in John's case, though he has been
deemed eligible for Medicaid services, he would need to apply separately for adult day care, or

in-home care, or a respite program.

Peggy, from Montana, cares for her husband with Alzheimer’s. Her challenges are also typical of

what we hear regularly from families around the country: “When my husband was diagnosed
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with Alzheimer’s in March 20035, I never dreamed that I wouldn’t be the one to take care of him
the rest of his life. | did meet his needs for several years, but at some point, I realized I couldn’t
do it alone. I learned about the PACE program, but [ found out it would cost approximately
$3500 per month unless we chose to put Jim on Medicaid to pick up the cost. There was no way
we would be able to pay for it without this support. It was a very long process and a lot of
paperwork of to apply for Medicaid that required the services of an attorney, defaying our access
to support. All this has left me with a very insecure future, but 1 do not know how I could ha\‘/e

possibly managed his illness without this help.”

As part of any dual-eligible system redesign, the Alzheimer’s Association encourages particular
attention'to what is all too often an afterthought — designing processes to be as simple as possible
from the beneticiary’s perspective. For instanc.e, a seamless Medicaid application process for
Medicare beneﬁciaries, where the systems are fully integrated, service and benetfit needs are
assessed at the point of application, and eligibility for those services is determined at the outset,
could alleviate administrative barriers to service access that many dual-eligibles experience.
Further, the prevalence of Alzheimer’s and other cognitive impairments underscores how
important it is for these processes to accommodate the assistance of the unpaid caregiver or

surrogate representative as well.

Coordination: Improving the beneficiary’s experience through better diagnosis and
documentation. John’s case illustrates that many dual-eligible beneficiaries, particularly those
with Alzheimer’s disease and other dementias, face a fragmented system that often results in

reduced quality of care and increased costs.
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Many discussions of how to address these challenges understandably look to care coordination

for improvement. However, it is essential to remember that care coordination in turn depends on
having fundamental preconditions in place such as an accurate understanding of the individual’s
health challenges. In the case of Alzheimer’s and ot’her dementias, some of the largest challenges
are related to detection and diagnosis, and then ensuring that these conditions are recognized and

taken into account by the beneficiary’s full care team across care settings and transitions.

Studies indicate that half of people with Alzheimer’s and other dementias have never received a
formal and documented diagnosis, and some studies suggest it could be as high as 80 percent. As
we saw in the case of John, a documented diagnosis that follows him across care settihgs is
critical to ensuring that care providers treating coexisting medical conditions, such as diabetes

and heart disease, can devise appropriate courses of treatment.

The current system relies heavily on self-management, which can be challenging or
inappropriate for the majority of dual-eligible individuals who, as previously noted, have a
cognitive or mental impairment. Successful chronic disease management requires educating
patients on how to seif-manage their diseases. While this care model works well for some people
living with certain chronic conditions, self-management is extremely difficult and requires
special considerations when patients are cognitively impaired. Current self-management models
fail to take into account the needs of the cognitively impaired population, often resulting in
repeat visits to their health care provider or the hospital. The Alzheimer’s Association has been

working with the nation’s largest chronic disease self-management program to understand what
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happens when individuals with dementia are participants in such programs. Such programs may,
when properly tailored, provide some benefit to some individuals with the discase and their
caregivers. But, this much is clear: While we can treat people living with Alzheimer’s and
dementia for other diseases — we simply cannot do it in the same way as we do for a person who

does not have cognitive impairment.

In keeping with the Alzheimer’s Association’s commitment to improving the quality of care that
beneficiaries with Alzheimer’s receive, we are pleased to support efforts, such as the Health
Outcomes, Planning and Education (HOPE) for Alzheimer’s Act, which will improve care and
outcomes for Medicare beneficiaries with Alzheimer’s disease, and we ook forward to working
with the Subcommittee on initiatives that will improve care for all individuals living with

Alzheimer’s.

Innovation: Improving the beneficiary experience through innovations such as caregiver
assessments and counseling. Innovation is certainly needed to improve the experience of dual-
eligible beneficiaries. Perhaps the leading areas ripe for innovation stem from widespread
cognitive or mental impairment among this population. However, the Afzheimer’s Association’s
experiences advocating on behalf of those with dementia suggests that this reality was not front

of mind when these programs were developed.

Among the leading areas of focus for innovation must be empowering unpaid caregivers in their
often heroic and too often thankless role of caring for and advocating on behalf of individuals

with cognitive impairment, and making additional accommodations through surrogates when
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such unpaid caregivers are not present. For instance, as suggested above in the discussion of the
HOPE for Alzheimer’s Act, when an individual is diagnosed with Alzheimer's or another
dementia, this should trigger development of a care plan. This care plan should include an
assessment of the needs and capabilities of the individuals and their caregivers — for example,
does the individual have support from unpaid caregivers that can be integrated into the care
process and what needs do the caregivers have to improve their effectiveness? Strong evidence
indicates that well supported caregivers can lead to better outcomes for beneficiaries while

reducing program costs through effects such as delayed nursing home placement.

If individuals do not have unpaid caregivers who can adequately advocate on their behalf, they
should have the opportunity to work with a surrogate representative. As the disease progresses,
individuals living with Alzheimer's have difficulty expressing their thoughts or wishes. Without
a caregiver able to do so on their behalf, individuals are often unable to convey the difficulties
they are experiencing or to comply with medication and other elements of care plans created for

them.

Alignment: Improving the beneficiary’s experience through improved Medicare and
Medicaid alignment. The need for alignment between Medicare and Medicaid is most apparent
for dual-eligibles with Alzheimer’s disease who are in a nursing home sctting. Nursing home
care is often required for individuals at some point during the progression of Alzheimer's. Once
an individual has successfully qualified for Medicaid and is seeking nursing home care, they are
likely to find a shortage of available Medicaid beds, resulting in placement on a waiting list

and/or placement in a facility many miles away from their communities and families. They are
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also likely to find multiple points of fragmentation within the systems which affects their ability
to access appropriate care. For example, some individuals are admitted to a nursing facility
prematurely because their family could not access the needed home and community based
services and supports to allow them to keep their loved one at home. Nursing home placement
can present other difficult issues for dual-eligibles such as repeated hospitalization, a lack of high

tevel nursing care, and a lack of communication and coordination between care settings.

According to a 2007 MedPAC report, almost 18 percent of Medicare beneficiaries who were
discharged from the hospital were readmitted within 30 days. The report also found that
Medicare spending on potentially preventable readmissions is substantial: $12 billion for cases
readmitted within 30 days. Hospital readmissions are particularly challenging for people with
Alzheimer’s disease because they may experience increases in cognitive impairment levels and

have difficulty managing the transitions and changes in environment.

With 59 percent of dual-eligibles in nursing homes living with Alzheimer’s or dementia,
dementia training is critical. Our national training program, part of the Alzheimer’s Association
Campaign for Quality Residential Care, provides care professionals with specialized skills and
hands-on practices based on the latest research and expert evidence in the dementia care field.
Studics show that staff trained specifically in dementia care are able to provide a better quality of

lifc for residents and have increased confidence, productivity and job satisfaction.

Another way to address these challenges is to encourage continuity during transitions between

care settings. The MedPAC report suggest a variety of models that have seen success in hospitals
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around the nation. These models include employing a “transition coach,” connecting patients and
nurses after discharge to manage their discharge plan, and scheduled calls to report vital data.
The Alzheimer’s Association supports proposed new models of care that could be effective for
dual-eligibles with Alzheimer’s diseasc because of the need to decrease incidents of
rchospitalization, monitor the effects of the transition between settings, and provide education
and support about the disease progression and management of any other coexisting medical
conditions. Such coordinated models advance the overarching goal of providing a seamless
integration of bencfits and coverage, allowing the focus to be on effective care for the

beneficiary.

Mr. Chairman, without improved access, coordination, innovation and alignment, dual-eligible
individuals, particularly those with Alzhcimer’s diseasc and other dementias, will continue to
face inefficient health care leading to worse health outcomes and will cost Medicare and
Medicaid unnecessary additional dollars. As we continue to make investments in research to
find a therapy that will slow, stop, or prevent Alzheimer’s, we must ensure that individuals have
access to the available services that can improve their quality of life today. The Alzheimer's
Association greatly appreciates the opportunity to address these issues and looks forward to

working with the Subcommittee.
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U.S. House of Representatives, Energy and Commerce Subcommittee on Health
Summary of Testimony of Robert Egge
Vice President of Public Policy, Alzheimet’s Association
June 21, 2010
"Dual-Eligibles: Understanding This Vulnerable Population and How to Improve Their
Care."

It is important to cxamine those dual eligible individuals with Alzheimer’s and other
dementias simply because they are such a large, vulnerable and costly portion of the overall duz
cligible population. As reported in the Alzheimer’s Association’s 2011 Alzheimer’s Disease
Facts and Figures there are 5.4 million Americans living with Alzheimer’s and nearly one in
every six dual-eligibles in America today has Alzheimer’s disease or other dementia.

In addition, improving care for dual eligibles with Alzheimer’s and other dementias will
bring additional benefits for dual eligibles in general, and almost certainly for those many more
beneficiarics in Medicare and in Medicaid programs more broadly. Specifically, this population
casts into stark relief challenges — and opportunities ~ related to access, coordination,
innovation and alignment. Opportunities include:

¢ Access: improving the beneficiary’s experience by reducing complexity

s Coordination: Improving the beneficiary's experience through better diagnosis and
documentation.

¢ Innovation: Improving the beneficiary experience through innovations such as caregiver
assessments and counseling.

* Alignment: Improving the beneficiary’s experience through improved Medicare and

Medicaid alignment.
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Alzheimer’s Disease Treatments = Savings

for Medicare and Medicaid

Caring Yor people with Alzheimer's
disease will cost ali payers - Medicare,
Medicaid, individuals, private insurance
and HMOs ~ $20 trillion {in today's
dollars) over the next 40 years. The
averwhelming majority of that will be
spending by Medicars and Medicald.

s Medicare and Medicaid will spend an
estimated $130 billion in 2011 on people with
Aizheimer's and other dementias.

s That figure is projected to increase to $805
bitfion in 2050 {before inflation}.

While there are currently no known
treabments to prevent or delay the
progiession of Alzheimer's disease, such
freatrents coult have a dramatic impact
on Medicare and Medicaid spending.

+ The ultimate goal is a treatment that
completely prevented or cured Alzheimer's.

»  However, even more modest and, perhaps,
more easily altainable treatments could prove
extremely beneficial.

I
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i a treatment became avallable in 2015
that delayed the onset of Alzheimer's
disease for five years {a treatment similar
o the effect of anti-cholesterol drugs on
preventing heart dissase) ~

= Savings would be seen almost immediately: in

2020, Medicare and Medicaid spending would be
$42 billion fess.

« in 2050, Medicare savings would be $283 billion
and Medicaid savings would be $79 biflion. This
waouid be 45 percent fess than what would be
spent an people with Alzheimer's if there were no
such treatment.

# a treatment became available In 2015
that slowed the progression of
Alzhelmer's by keeping individuals in
bioth the mild and moderate stages of the
disease five times longer (similar to what
has happened with HIV/AIDS and some
CANCEIS) ~

= $34 billion would be saved by Medicare and
Medicaid in 2020.

» in 2050, the government healit care progran’\s
would save $180 billion ~ $118 billion in Medicare
and $82 biilion in Medicaid.

Medicare Cost Savings
Detayed Onset $627
{in Billions)y

2010 2020 2030 2040 2080

Bedicare Cost Savings
Stowsd Progression $627

$88 $88

2010 2020 2030 2040 2050
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Mr. PitTs. The chair thanks the gentleman and recognizes Mr.
Millwee for 5 minutes.

STATEMENT OF BILLY MILLWEE

Mr. MILLWEE. Thank you, Mr. Chairman, members of the com-
mittee. I would like to spend a few minutes speaking to you about
the STAR+PLUS program. The STAR+PLUS program is a
capitated managed care model that integrates acute and commu-
nity-based care services for the aged, blind and disabled population
in Texas. This includes the dual-eligible members.

A little bit about the Texas Medicaid population. There are about
3.2 million people on Medicaid in Texas today. Of that number,
about 700,000 are classified as aged, blind and disabled, and of
that number, about 400,000 are duals. ABDs represent about 25
percent of the Medicaid population but approximately 58 percent of
the total Medicaid cost.

Where does STAR+PLUS originate? STAR+PLUS originated in
1998 as a pilot in Harris County in Houston. It was created largely
to address concerns about cost, quality and access to services for
the aged, blind and disabled population, also the subset we refer
to as duals, and to address how we could better integrate acute and
long-term care for that population. The program was started with
about 58,000 people in 1998. Today, STAR+PLUS now serves 42
Texas counties and 257,000 people. By March 2012, the program
will be expanded to serve another 370,000 people in Texas in 80
counties.

And here is how the program works at a very high level. It is
an integrated care delivery model in a capitated managed care en-
vironment so we take acute care services and long-term care serv-
ices and bundle those together, deliver them to the HMO. Central
to that model is a primary care provider and a service coordinator
who really work with that patient to get them the services that
they need, whether those services are acute care or long-term care.
The service coordinator is responsible for assessing that person’s
need and ensuring that the needs are met, and by doing that, it
provides that early intervention so we keep people out of the hos-
pital, out of the emergency room and out of the nursing institu-
tions.

Several studies to date by our external quality review organiza-
tion have shown the model is effective. We have decreased inpa-
tient services, hospitalizations about 22 percent, reduced ED visits
by 15 percent, and, more importantly, people who are involved in
the program report a high degree of satisfaction with the program.
We are excited about the opportunity now to work with CMS on
how we can better coordinate care and I look forward to working
with Melanie Bella in her program that she just started.

[The prepared statement of Mr. Millwee follows:]
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Testimony of Billy Millwee
Associate Commissioner, Medicaid and CHIP
Texas Health and Human Services Commission
before the

House Energy and Commerce Committee, Health Subcommittee

June 21, 2011

Introduction

[ am pleased to be with you today to offer testimony regarding the challenges and
opportunities of providing comprehensive Medicaid health care services to the aged and
persons with disabilities that are dually eligible for Medicaid and Medicare through the

STAR+PLUS program.

The Texas Health and Human Services Commission (HHSC) is the state agency
responsible for administering the state’s Medicaid and Children’s Health Insurance

Programs.

Texas, like many other states, has experienced considerable growth in our Medicaid

program in recent years. The Texas Medicaid program now serves more than 3 million

people out of a total population of about 25 million.

Page 1
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The aged and persons with disabilities comprise about 25 percent of Medicaid recipients

in the State of Texas and about 58 percent of the state’s Medicaid costs.

These clients often have complex medical conditions and frequently need both acute
care—hospitalization, outpatient services, laboratory—and long term services provided in
the home or community, such as assistance with daily living, skilled nursing, and therapy

services.

STAR+PLUS

In the mid-1990s, Texas began to see that the costs of care for the aged and persons with
disabilities in Medicaid was rising in part because there was no comprehensive approach
to treatment. In response, the state developed the STAR+PLUS program in Harris

County Texas in 1998 serving 58,000 clients, half of whom were dual eligibles.

STAR+PLUS now serves 42 counties and over 257,000 persons. By March 2012,
STAR+PLUS will serve over 386,000 people in 80 urban counties in Texas. Both
Medicaid and Medicare cover more than half of these people, referred to as “dual
eligibles.” Dual eligibles confront a care system in which Medicare provides their acute
care services, with most of their long-term services and supports provided by Medicaid.
This bifurcation makes it difficult for cither state or federal programs to assess the needs
of these clients and address their health care and long-term care requirements

comprehensively.

Page 2
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STAR+PLUS addresses this problem by integrating the delivery of acute and long-term
services and supports for aged, blind and disabled Medicaid recipients. By increasing
appropriate preventive and supportive care in the community, a corresponding reduction
of acute care costs is possible. Presently, Texas is able to determine this for the Medicaid
only population, as it has all the available data for this population. However, Texas
believes that this same savings is achieved for the acute care services provided to the

persons in STAR+PLUS that have both Medicare and Medicaid.

A central feature of STAR+PLUS is service coordination. Each STAR+PLUS member,
including dual eligibles, has access to a Service Coordinator who is responsible for
assessing that person’s Medicaid and long-term care needs and ensuring that those needs
are met. A Service Coordinator is a clinician or other knowledgeable person that can
respond to a person needs to develop an individual plan of care for the person. While
not responsible for the provision of Medicare services, the Service Coordinator is able to
assist a person to locate a Medicare physician, ensurc the physician is aware of the

person’s needs and services provided by Medicaid.

By providing early intervention or rapidly responding to a person’s condition change,
STAR+PLUS helps reduce inappropriate and unnecessary emergency room visits,

hospitalizations, or placement in a nursing facility.
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In STAR+PLUS, managed care organizations (MCOs) provide all acute and long-term
care services through a “full-risk™ capitated model. This model combines the
responsibility for both the financing and service delivery under one entity and drives a
patient-centered management approach to addressing multiple and complex health care
needs. MCOs have incentives to coordinate care and services that reduce the costs of
inpatient care, over-utilization of prescription drugs, and other expensive categories of
health care services. The state balances cost and quality objectives through a system that
puts part of the payments to the MCO “at-risk™ of payback to the State if certain access to

care and health outcome standards are not met.

Studies have shown that STAR+PLUS has improved access to services, reduced

duplication, and created a more effective delivery of health care services. STAR+PLUS

has stemmed the costs for this population, and established greater accountability for-the

services delivered to individuals under Medicaid. A recent analysis estimates

STARA+PLUS may save up to:

e 229% for in-patient care;

* 15% for acute out-patient care, including emergency room care;

* 15% for non-physician services, ambulatory care, home health, and behavioral health;
and

¢ 10% for long-term services and supports (LTSS).

Page 4
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Quality/Satistaction

In addition to the cost advantages of the model, the comprehensive approach to care

creates opportunities to deliver high quality services to clients and savings several ways.

A review of 22 Medicaid managed care studies conducted by the Lewin Group

determined that these mechanisms include:

* Improving access to preventive and primary health care by requiring providers to
meet standards for hours of operation, availability of services, and acceptance of new
patients;

e Investing in outreach and education that promote preventive services and healthy
behaviors;

e Providing a “medical home” to an individual as opposed to relying on the patient’s
ability to self-refer appropriately;

* Providing case management and disease management services;

* Using lower-cost services and products where such services and products are
available and clinically appropriate; and

» Enhancing provider accountability for quality and cost-effectiveness.

Access

A key integration feature of STAR+PLUS is improved access to long-term services and
supports and the reduction of interest lists for community-based long-term care services
in lieu of nursing facility placement. Upon entering STAR+PLUS, any person that is
eligible for Supplemental Security Insurance and identified as having the need for long

term services is immediately evaluated and a plan of care tailored to that person’s needs

Page 5
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is developed. This access is not available in the traditional Medicaid Community-based

Alternatives program,

Summary

The STAR+PLUS program has resulted in cost savings to the State and improved access
and quality of care for clients. Since 1998 the STAR+PLUS program has demonstrated
positive outcomes with regards to access to health care services, quality of care, client
satisfaction and cost effectiveness. The STAR+PLUS program has demonstrated the
ability to support aged and disabled persons in their communities and produce cost

savings for a population that accounts for a disproportionate share of Medicaid costs.

Again, STAR+PLUS:
e Integrates acute care and long-term services and supports.
e Provides eligible persons that qualify for long-term services and supports access
to these services without being placed on an interest list.
¢ Allows flexibility in benefits (can provide non-Medicaid covered services as
service substitutions).
e Transfers risk for the cost of health care services from the state to the MCO.

e Facilitates the use of preventive health care and community support services.

Page 6
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Mr. PitTs. The chair thanks the gentleman and recognizes Ms.
Hewson for 5 minutes.

STATEMENT OF DENISE LEVIS HEWSON

Ms. HEWSON. Good afternoon, Chairman Pitts and Ranking
Member Pallone and the other distinguished members of the sub-
committee. I am Denise Levis Hewson. I direct the clinical and
quality programs for Community Care of North Carolina, and I ap-
preciate the opportunity to tell you about our program. It is a col-
laborative organization of regional networks of health care pro-
viders, physicians, hospitals, health departments, social service
agencies and other community organizations. Each network is a
nonprofit organization and I work for the central office that helps
coordinate and provides supports to all of the 14 networks.

We create medical homes matching each patient with a primary
care provider who leads an interdisciplinary team, professionals
who coordinate seamless medical services aimed at producing bet-
ter outcomes. Our challenge is not only to improve the quality of
care but to cut costs without changing benefits and fees. As you
start looking at changing the benefit package and fee structures,
oftentimes you are pushing the patient into other delivery areas
like the emergency room. You need engaged providers to do this
program and engaged patients to be successful.

Sustainable savings come only from learning to deliver care in a
smarter and more coordinated way. We have been doing this for 10
years. We started as a pilot in 1998 and we have been adapting
and refining this model, most recently really targeting the highest
costs and highest risk.

What is different about program is that it is led by physicians
who are charged with changing the face of health care at the local
community level. It is a bottom-up governance. It is key to getting
buy-in at the practice level. We have begun to make some signifi-
cant changes in local delivery systems. It is built on a model where
each patient has a medical home. We have 1,400 medical homes
across North Carolina in our 14 networks that provide the infra-
structure to provide wraparound support to the medical homes. We
have about 600 care managers. We have 30 medical directors, 14
network directors, 18 clinical pharmacists and 10 local psychia-
trists. These are local people managing local patients and driving
improvements in their systems. The physicians are engaged be-
cause they are part of the solution. They lead the local teams. They
decide how to collaborate best to get the best results.

Efforts to improve care and save money are owned by those who
directly provide that care. Our care managers know their patients.
They know the community and the resources and that varies great-
ly in some of our rural communities. Care managers are the boots
on the ground. They connect the dots between the patient, the phy-
sician, the specialist, the hospital, home health and other commu-
nity resources. We believe that all health care is local and that
community support for individuals with multiple chronic conditions
can significantly improve health outcomes.

One of the challenges in this program is defining the impactable
population. You have to have the information and data to go after
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those patients and manage them and provide the right support so
that they can have better outcomes.

We serve over a million Medicaid recipients. We started as a
Medicaid program. Now we have about 80,000 duals that are en-
rolled with our program. In addition, about 180,000 of those are
aged, blind, disabled so those represent fairly large, significant
high-cost patients. We get hospital data. Hospitals and community
providers are partners in this organization. To manage these indi-
viduals, you have to follow them across different providers and de-
livery systems.

We hope that this committee will look hard at better aligning
Medicare and Medicaid services at the patient and community
level, allow for shared savings in per-member, per-month manage-
ment fees that provide patient management without capitation or
risk models. We are a fee-for-service system. The delivery system
must be patient centered. The important thing to remember is that
patients need changes over time so a system must follow their
needs across settings and providers. Our community-based medical
home and network infrastructure focuses on population manage-
ment strategies, and we aim to achieve the triple aims that we
hear a lot in the literature, which is not only about improving qual-
ity, access and reliability but reducing the cost of that care. We
have learned some key lessons in North Carolina with the dual
population, and you have heard it by several of the other testi-
monies today that they have multiple comorbidities. They use the
system more than a lot of other populations. They take a lot of
medicines. And so they truly do benefit from a wraparound support
at the community level. Our total annual budget for Community
Care is about 1 percent of the total Medicaid costs in North Caro-
lina.

Our commitment to quality doesn’t just mean better care, it also
leads to significant program savings. We asked the analytics com-
pany, Trio Solutions, to help us estimate savings, and they have
done that and you have got more information of that in some of the
handouts. Our trend data is fairly significant in terms of costs and
savings.

Mr. Chairman, I would like to thank you and the members of
your subcommittee for the opportunity to be here today and discuss
these issues, and we hope we can be a resource to you as you move
ahead.

[The prepared statement of Ms. Hewson follows:]
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United States House of Representatives
Energy and Commerce Subcommittee on Health

Testimony of Denise Levis Hewson

Director of Clinical Programs and Quality Improvement
Community Care of North Carolina

June 21, 2011

“Dual-Eligibles: Understanding This Vulnerable Population and How to Improve Their Care.”

Good afternoon Chairman Pitts, Ranking MembeeraIIone and distinguished members of the
Subcommittee. | am Denise Levis Hewson, Director of Clinical Programs and Quality Improvement
Community Care of North Carolina. Thank you for the opportunity to discuss our work with citizens
dually eligible for Medicare and Medicaid in North Carolina enrolled in the Community Care

Program.
What is Community Care of North Carolina (CCNC)?

Community Care is a collaborative organization comprised of regional networks of health care
providers, physicians, hospitals, health departments, social service agencies and other community
organizations. Each network is a nonprofit organization and CCNC is a separate nonprofit that
serves as a “central office” coordinating efforts statewide and providing economies of scale for
mutually-beneficial efforts like building robust data systems and supporting clinical and quality

program impiementation .

We create medical homes, matching each patient with a primary care provider who leads an
interdisciplinary care team — professionals who coordinate seamless medical services aimed at

producing better outcomes.
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Qur challenge is to cut costs without slashing fees or benefits ~ as limiting access to preventive and
primary care can often have the opposite effect on cost as what is intended. We have found that

you simply don’t save money by moving more people’s care into the ER setting.

Sustainable savings come only from learning to defiver care in a smarter, more coordinated way. In
the last ten years, we have learned how to do that in North Carolina. We're always adapting and
refining our model, but we've had some success in changing how care is delivered for the highest

risk and cost patients.
What is different about CCNC?

CCNC is led by the physicians who are charged with changing the face of health care. This bottom-
up governance is key to getting buy-in at the practice level. With this buy-in, we have begun to

make significant changes in how the community-based health care delivery system functions.

CCNC is buiit on a model in which every patient has a “medical home.” This approach identifies a
primary care physician who assumes responsibility for an enrolled patient population over the long

term. We have built more than 1,400 medical homes across North Carolina.

In our 14 networks across the state, we wrap support around the primary care physicians / medical
homes with: approximately 600 care managers, 30 medical directors, 14 network directors, 18
clinical pharmacists and 10 local psychiatrists. These are local people managing local patients —
and driving improvements in the system. The physicians are engaged and participate in creating

standardized expectations around implementing evidence based best practices — they lead the local
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teams deciding how to collaborate to get the best results. CCNC’s partners are accountable and

empowered.

Efforts to improve care and save money are owned by those who directly care for patients. CCNC
Care managers know their patients, the community and the resources that are available locally.
Care managers “on the ground” connect the dots between patient, physician, specialist, hospital,
home health, and other community resources. We believe that all health care is local and that
community support for individuals with multiple, chronic conditions can significantly improve heaith

outcomes.

The state and CCNC identify clinical priorities based on incidence, cost and amenability to specific
heatlth interventions. CCNC's informatics Center provides quality and care management data to
networks and practices. Physicians get regular performance feedback that helps drive
improvement in the care they deliver. They are held accountable for improving care and
containing costs. We believe it is critically important to stratify your population to focus on patient

who will benefit the most from your population management interventions.

Who works together for CCNC enrollees?

Serving CCNC's over 1 Million Medicaid and NC Health Choice enrollees — some of our state’s
most vulnerable citizens — is a big job. This population inciudes citizens from afl 100 North Carolina
counties. This includes about 80,000 dual-eligible beneficiaries and about 180,000 beneficiaries in

the Aged, Blind and Disabled (ABD) category.

Hospitais provide data and collaborate in patient management. Health departments, departments

of social services, local hospitals, mental health organizations and area heaith educations centers
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are also key partners. For dually-eligible patients, our networks and practices are also connecting

with long-term care support providers.

We hope this committee will look hard at better aligning Medicare and Medicaid services at the
patient and community level. Allowing for shared savings and/or per-member, per-month
management fees that would provide better patient management without capitation, risk models,
new provider organizations or additional silos. The deiivery system must be patient centered. The
imporfant thing to remember is that patients’ needs change over time so a system must follow the
patient across settings and providers and engage patients early in their chronic disease process.
Our community based medical home and network infrastructure can focus on population
management strategies and achieve the "triple aims” — of improving the health care of the dual

popuiation; improving the quality, access and refiability of care; and reducing the costs of care.
Financial impact

The total annual budget for Community Care and its 14 networks is just one percent of total
Medicaid costs in North Carolina, yet CCNC's performance metrics have met or exceeded HEDIS

measures attained by managed care organizations managing other state Medicaid populations.

Our commitment to quality doesn’t just mean better care. It has also lead to significant program
savings. We asked an analytics company Treo Solutions to help us estimate CCNC's impact on
cost. Looking at data from just 2007 through 2009, Treo estimated CCNC to have saved nearly 1.5
billion dollars in health care costs in North Carolina. When we have ali of the data for 2010, we

think this number will rise considerably.
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Qur trend data is also significant. What we're seeing is that when figures are adjusted for risk,
actual costs for CCNC enrollees are consistently below expectations. Conversely, costs for the un-
enrolled Medicaid population are significant higher than expected — comparable to the cost creep

most states are seeing.

For example, on a per-member, per-month (PMPM) basis, costs for CCNC enrollees dropped from
$397 to $391 between 2007 and 2009. Costs for non-enrofled Medicaid patients were 15 and 16

percent higher in than expected in 2008 and 2009, respectively.

Private sector interest grows

Seeing what we've done in North Carolina with Medicaid, other payers have gotten interested in
utilizing CCNC'’s approach. This includes Medicare, through the 646 demonstration project in 22
NC counties and a Beacon community, for all payers, in three counties. There is a separate multi-
payer demonstration through the CMS Innovations Program in 7 rural counties in our state. Finally,
we are about to launch a new initiative with private sector emplioyers and insurers in the Triangle

area {Raleigh-Durham-Chape! Hill area around the capital).

Mr. Chairman, | would like to thank you and the members of your Subcommittee for the opportunity
to be here today to discuss these important issues. | hope that Community Care can be a resource

to this Subcommittee as you move forward.
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U.S. House of Representatives, Energy and Commerce Subcommittee on Health
Summary of Testimony Denise Levis Hewson
Director of Clinical Programs and Quality Improvement
Community Care of North Carolina
June 21, 2010

"Dual-Eligibles: Understanding This Vuinerable Population and How to improve Their Care."

Community Care is a coliaborative organization of nonprofit regional networks of primary care

physicians, hospitals, heaith departments, other community organizations.

There is no corporate headquarters or government bureaucracy telling physicians how to practice ~

just committed, local teams that are accountable for resuits.

Our system is built on 1400 “medical homes,” each lead by a primary care physician who takes

responsibility for the managing the health of enrolfed beneficiaries.

Physicians get support from 14 CCNC networks, inciuding approximately 600 care managers, 30

medical directors, clinical pharmacists and 10 local psychiatrists.

Cost savings under this model have been significant — estimated at 1.5 billion doliars for the three

years from 2007 through 2009.

CCNC’s success with the Medicaid population has lead to growing interest from other payers,

including Medicare, North Carolina employers, the State Health Plan and private-sector insurers.
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Mr. PitTs. The chair thanks the gentlelady and recognizes Mr.
Bloom for 5 minutes.

STATEMENT OF SHAWN BLOOM

Mr. BrooM. Thank you very much, Chairman Pitts, Ranking
Member Pallone and distinguished members of the subcommittee.
I am Shawn Bloom, CEO of the National PACE Association. On be-
half of NPA and its members, I am honored to testify today, and
I appreciate the time that you have allotted us.

I would like to kind of focus on three things, very briefly describe
PACE to you and then offer some suggestions regarding ideas with
respect to overcoming barriers that we have identified in expanding
PACE, and three, identify some voluntary demonstration programs
that we have generated in which we could expand the availability
of PACE to additional eligible categories of dually eligible.

First and foremost, PACE is a fully integrated model of care that
exclusively serves the frailest, oldest and sickest subset of the
duals, that is, the nursing home-eligible seniors. We do so in a
manner that is really focused in the community in the sense that
we are community based. Our goal in PACE is to allow individuals
to remain living in their homes in the community. We do that
through reducing nursing home use, reducing hospitalization, and
we do that in a comprehensive fashion through integrated use of
Medicare and Medicaid bundled payment, and the heartbeat within
PACE is the interdisciplinary team, or the concierge team, if you
want to call it that, in the sense that they are a fully employed
staff that on a daily basis are involved in the care, delivery and
management of the care of the individuals that we serve. And the
third key feature of PACE is, we are accountable. We are account-
able in the sense that we are accountable to government for the
payment provided to PACE, 90 percent of which comes from Medi-
care and Medicaid, and we are accountable to the families and the
frail that we serve. And I think those three things taken together
have very effectively aligned incentives for PACE. We are fully ac-
countable for the cost and quality of care that we directly provide.
So to the extent that we do a good job, those that we serve are able
to stay out of the hospital, in their homes and achieve good health
care.

I think recognizing the effectiveness of PACE, a recent June 15th
MedPAC report states: “Fully integrated managed care plans and
PACE providers offer the best opportunity to improve care coordi-
nation for dual-eligible beneficiaries across Medicare and Medicaid
services.” Authorized by the Balanced Budget Act of 1997, we have
been around for 20 years. We are a tested model of care, and we
are very interested in finding ways to kind of growth.

I think as has been mentioned earlier, and I think Melanie men-
tioned it, there have been significant obstacles to PACE growth,
and we would like to kind of talk just a minute about those now.
One, some of the regulatory requirements certainly focus on the re-
quired process of care rather than the outcomes of care, and those
particular regulatory requirements have so far hindered growth, in-
novation and efficiency and how we deliver care. Two, fairly signifi-
cant capital startup costs and long lead times for programs that ac-
cept full financial risk for a population that on average is about
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300 people, that is a significant undertaking, and our eligibility for
PACE is very narrow. We serve, as I mentioned earlier, a very
small subset of the duals 55 years of age or older, and you have
to be nursing home eligible. We believe there are opportunities to
expand the availability of PACE.

So to overcome these barriers, we recommend the following modi-
fications to the PACE statute and regulation, and this is based on
a decade of operational experience under the current regulation.
One, allow us to more appropriately use contract community-based
physicians rather than full employed physicians; two, take full ad-
vantage of the State license capability of nurse practitioners and
physician assistants to practice up to their level of standards with-
in the State practice acts; and then without compromising PACE
participants’ receipt of comprehensive care and assessment, allow
more flexibility to personalize and individualize the use of inter-
disciplinary teams based on the individuals’ needs, not using a one-
size-fits-all approach. And lastly, allow States, and this is some-
thing of great interest to PACE providers right now, really begin
to look at States and encourage them to see PACE as a means by
which to pull people out of nursing homes. Some of our PACE pro-
grams throughout the States without great State support have had
the ability to do that.

With respect to voluntary demonstrations, we have five ideas
with the goal of kind of expanding PACE and finding additional
regulatory modifications. One, we would like to expand the avail-
ability of PACE to individuals under the age of 55 that are nursing
home eligible. These are typically the physically disabled individ-
uals that we believe would benefit from PACE. Two, allow at-risk
or what we call high-need, high-risk, high-cost beneficiaries to have
access to PACE, many of which are not currently nursing home eli-
gible but we believe would benefit from PACE services. Three, re-
duce PACE organizations’ reliance on the PACE center, which is
really the focal point for the organization of services but not nec-
essarily the need to kind of do it all there. Fourth, the ability to
kind of implement alternative approaches to providing Part D
drugs. Right now, we have to implement Part D in the context of
a very small program whose benefit was designed for large health
plans. And lastly, a demonstration with the objective of increasing
Medicare-only beneficiaries’ enrollment in PACE. Currently, about
90 percent of all beneficiaries in PACE are duals but we believe it
is a model of care that should be applicable to others.

If I had more time, I could give you a great story about the ac-
tual benefits of PACE to a consumer but unfortunately I have run
out of time, but we appreciate the opportunity to testify before the
care, and as mentioned before, PACE is a tangible, proven model
of care and we look forward to working with the committee to find
ways to expand its reach. Thank you very much.

[The prepared statement of Mr. Bloom follows:]
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INTRODUCTION

Chairman Pitts, Ranking Member Pallone, distinguished members of the Subcommittee,
my name is Shawn Bloom. I am the President and Chief Executive Officer of the National
PACE Association (NPA). On behalf of the 76 PACE organizations that are members of the
NPA and more than 30 additional members actively working to develop PACE programs across

the country, [ am honored to appear before the Subcommittec today.

There are nearly 9 million individuals “dually” eligible for both Medicare and Medicaid.
Dual-eligible Medicare and Medicaid beneficiaries often have multiple, complex health
conditions. As a cohort, they are in poorer health and have lower incomes relative to other
Medicare beneficiaries. They also happen to be one of the most expensive categories of
beneficiaries served by federal health care programs. According to a June 2010 report by the
Medicare Payment Advisory Commission (MedPAC), on average, annual fee-for-service
spending on dual-eligible beneficiaries is 2.2 times higher than annual fee-for-service spending
on beneficiaries who are not dually-eligible beneficiaries; $15,384 for duals versus $6,992 for

non-duals.

We understand the dual-eligible population well. Almost 90 percent of PACE
participants are dual-eligibles. PACE exclusively serves the frailest subset of the duals, older
adults requiring nursing home level of care. Such frail older dual-eligible beneficiaries served by
PACE are precisely those who have the most complex treatment needs, have the highest health
care expenses, and have illnesses and needs that place the greatest demand on family caregivers.
The vast majority of individuals enrolled in PACE have low incomes, significant disabilities and

chronic illnesses, and are dependent on others to help them with at least three basic activities of
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daily living, such as eating, bathing, transferring, toileting and dressing. About half of our
program enrollees have some form of dementia. Approximately 90 percent of PACE participants

are 65 years of age or older, averaging 81 years of age, 30 percent of which are age 85 or older.

My testimony will focus on three main areas. First, [ want to briefly discuss the history
of the Program of All-inclusive Care for the Elderly (PACE) and outline the PACE model of
care, focusing on those elements that have made the program so successful in providing bigh-
value, person-centered care to the oldest and frailest of the duals. Second, based on our
experience, I will identify several barriers to PACE growth and expansion since PACE was
established as a nationwide, permanent Medicare provider and state Medicaid option in 1997.
Finaily, I will propose several program enhancements and potential voluntary demonstration
programs that could help expand the PACE program to a greater number of dual-eligibles and

others who would benefit from receiving PACE services and benefits.
PACE HISTORY AND EXPANSION

PACE was developed and first implemented in 1983 by On Lok Senior Health Services
in San Francisco, California. On Lok originated in response to the local Chinese-American
community’s desire to provide comprehensive medical care and social services for its elders

without placing them in nursing homes.

The success of PACE would not have been possible without the longstanding bipartisan
support of Congress, including several members currently serving on the Energy and Commerce
Committee. The PACE community-centered approach pioneered by On Lok proved so

successful in enabling older adults to remain in their homes that the federal government extended
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the program to additional sites across the country through a demonstration program beginning in
1986. Based on the demonstration’s success, in the Balanced Budget Act of 1997, Congress
authorized PACE as a permanent Medicare provider and Medicaid state option. In the Deficit
Reduction Act (DRA) of 2005, Congress established a program to expand PACE to rural areas of

the country.

With the support of Congress, the number of PACE organizations has doubled in the last
five years to 76. Today, PACE providers serve 22,000 enrollees in 30 states. Since its inception,
on any given day, PACE enables over 90 percent of its participants to remain living in their
homes, rather than permanently residing in a nursing home. There also has been more diversity
among the types of interested sponsors during the past few years. For example, several hospice
organizations now sponsor PACE programs and several others are developing PACE.
Additionally, 13 rural PACE programs have been developed in the last four years operated by a
range of different types of health care providers such as Area Agencies on Aging and
community-health clinics. States’ interest in PACE also is growing, driven in large part by
policymakers® desire to find better solutions to address dual-eligible beneficiaries’ health care
needs and, at the same time, to provide more predictability and control of their Medicaid

payments to PACE.

For example, Oklahoma is exploring a statewide expansion of PACE as a potential
strategy to improve care for the state’s dually-eligible population. There are 10 programs under
development in North Carolina and in the next two years almost all eligible frail elderly will
have access to a PACE program in New Jersey and Pennsylvania. Lastly, Texas just passed

legislation intended to support the growth of PACE.
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We also understand that the need and desire for PACE likely will increase as the

population ages and increasingly understands the benefits of integrated care.

KEY FEATURES OF THE PACE PROGRAM

The PACE program has threc fundamental characteristics: (1) it is a community-based
care provider, not a health plan; (2) it provides comprehensive, fully-integrated care; and (3) it is
fully-accountable and responsible to its enrollees, their families and the government for the
quality and cost of care it provides.

PACE is a communitv-based provider of care. Since its beginning as a demonstration
program more than 25 years ago, PACE has provided innovative person-centered care for
frail older adults that allows them to stay in their homes in the community, an option many
families do not think is even possible. Without PACE, many of these frail adults would be in
a nursing home. PACE is the recognized gold standard for older adult care and 2 modcl for
how others looking to improve the system could succeed.

PACE provides comprehensive and fully integrated care. The PACE financing model
bundles fixed payments from Medicare and Medicaid or private sources into one flat-rate
payment to provide the entire range of health carc services a person needs — including paying
for hospital and nursing home care, when necessary. While a number of ideas are circulating
about possible ways to coordinate care, PACE is a “real” program that has a long history of
combining care into one seamless delivery package. Our programs are not large insurers
primarily involved in approving and paying medical claims. Rather, they arc the primary
caregivers for the beneficiarics they serve. At the heart of the PACE delivery model is an
interdisciplinary team (IDT) comprised of doctors, nurses, therapists, social workers,
dieticians, personal care aides, transpottation drivers, and others who meet daily to discuss
the needs of PACE participants. Through PACE’s unified financing system, older adults
receive individualized care that revolves around their unique needs and at a fixed payment
amount.

PACE is accountable to its enrollees, their families and government, accepting full
responsibility for the cost AND guality of care it provides. The result is better health
outcomes, controlled costs and better value. PACE participants utilize, on average, about
three days of hospital care annually. A 2009 interim report to Congress from the Department
of Health and Human Services (DHHS) examined the quality and cost of providing PACE
program services and found that PACE generates higher quality of care and better outcomes
among PACE enrollees than the comparison group. PACE enrollees reported better health
status, better preventive carc, fewer unmet needs, less pain, less likelihood of depression and
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better management of health care. PACE participants also reported high satisfaction with
their quality of life and the quality of care they received.

The bottom line is that PACE providers accept 100 percent responsibility for the cost and
quality of care they deliver. The focus on prevention and wellness means avoiding unnecessary
care and the escalating costs that go along with it. Through PACE’s integration of all services,
not just financing, costs are controlled and health care outcomes are high.

Perhaps the best way for the members of this Subcommittee, and the American public, to
understand what PACE does and what it means to the participants and families that it serves, is

to share the experience of one of our enrollees.

George is a 69 year-old who lives in the Southern Bay Area of Northern California. He
has severe lung problems, heart failure and kidney disease. He lives alone in a single room
occupancy hotel. He walks with a cane and has had several falls. He has short-term memory
problems, needs help with bathing, meal preparation, housekeeping and shopping. By his own

admission he “isn’t good with taking his meds.”

In the year prior to his enrollment in PACE, he had been admitted to the hospital four
times. During the five-week period prior to enrolling in PACE, he had made three trips to the
emergency room—usually complaining of shortness of breath or chest pain. He is on Medicare
and Medicaid. He rarely makes it to doctors, primarily because he lacks access to reliable
transportation. During his last emergency room visit, the physician who treated George
discussed his concerns over George’s progressive kidney diseasc and said George would “likely”

need dialysis treatments. Nevertheless, George did not keep his follow-up appointment with the
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kidney specialist. The hospital case manager made an entry into his record to “pursue nursing

home placement with his next admission.”

George was referred by a community social worker to the PACE program in the area.
With the integrated payments of Medicare and Medicaid that are core to this program model, he
now has access to a full team of on-site primary care physicians, clinic nurses, therapists, and
social workers. The PACE program provides transportation to and from the center, as well as to
outside specialists. His medications are directly managed by the clinic and home care team. He
attends the center three times a week and on the other days a home care worker goes to his
apartment to help with meals, medication and hygiene. He eats meals in the center and has
meals delivered at home by the PACE program and his nutritional needs are directly overseen by

a registered dictician.

Six months after enrollment, he has not been to the emergency room or to the hospital.
His kidneys are functioning much better and there is no longer the concern of imminent dialysis.
His blood pressure is also better controlled. He has had dental care and his ability to eat is also

improved.

Each emergency room visit, with ambulance, costs an estimated $2,500 and each hospital
admission was close to $10,000. Based on just his six month stay, PACE saved Medicare at lcast
$30,000. That does not even take into consideration the additional costs of dialysis that were
likely avoided. A nursing home placement was avoided and the emergency room was no longer
impacted by his frequent visits. Most importantly, George is morc engaged with his own care, is
more socially connected with other peers in the PACE program, and his quality of life has

improved immeasurably.
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As George’s story shows, the existing PACE statutory and regulatory framework has
allowed PACE organizations, together with CMS and states, to implement an effective model of
care for dual-eligible individuals, over age 55, experiencing both major chronic diseases, and
significant functional and/or cognitive impairments. We know this program works. It has a long

track record of success and a nearly 15 year history as a permanent national program.

Just last week, in fact, the Medicare Payment Advisory Committee (MedPAC) released a
report to Congress entitled Medicare and the Health Care Delivery System which stated that:
“Fully integrated managed care plans and PACE providers offer the best opportunity to improve

care coordination for dual-eligible beneficiaries across Medicare and Medicaid services.”
BARRIERS TO PACE GROWTH

The challenge facing policymakqs now is to overcome barriers to PACE growth without
compromising PACE beneficiaries’ experience, quality of care, and PACE organizations’
success at managing the full range of Medicare and Medicaid covered services and their
associated costs.

In our view, there are four primary barriers to PACE growth:

1. Certain specific regulatory requirements, focused largely on required processes of care,
have hindered growth and innovations to improve efficiency, program growth and meet

the changing needs of PACE enrollees.

2. High capital costs and long lead times associated with program start-up and expansion.

Requirement that new PACE organizations assume full financial risk for all Medicare and
Medicaid covered services on day one of program operations. In contrast to large
Medicare Advantage organizations that are insurance entities, PACE organizations are
small provider-based programs with less opportunity to distribute risk across their

(%]
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enrolled population. This is particularly true during the initial years of PACE program
operations when the total number of program participants is relatively small.

Enrollment in PACE is limited to individuals who are a minimum of 55 vears of age and

meet states’ eligibility criteria for nursing home level of care. From states’ perspective,

this enrollment limitation prevents PACE from being a more comprehensive solution to
addressing the needs of a broader population of high-need, high-cost individuals.

PROPOSED SOLUTIONS TO OVERCOMING PACE BARRIERS

To overcome these barriers, we recommend the following modifications to the PACE

statute and regulation:

I

Allow PACE organizations more flexibility in contracting with community-based
primary care physicians.

Currently, PACE participants generally receive their primary care from physicians
employed by PACE organizations. As a consequence, PACE growth is limited by PACE
organizations” ability to hirc additional primary care physicians who are often in short
supply and PACE participants’ choice of primary care physicians is limited.

Permit nurse practitioners {NPs) and physician assistants (PAs) 1o conduct certain
activities that are currently assigned to PACE primary care physicians, in particular to
perform participant assessments and engage in care plan development, consistent with
state law and regulation governing their scope of practice.

This change, which would not alter state scope of practice laws in any way, would allow
PACE organizations™ access to an expanded pool of qualified primary carc practitioners
to help conduct certain activities.

Without compromising PACE participants’ receipt of comprehensive assessment and
care planning, allow for more flexibility in the composition and processes of the PACE
Interdisciplinary Team (IDT).

We believe a smaller core team made up of the primary care practitioner, nurse and social
worker, with requirements to add additional team members as determined necessary on
the basis of participants” individual health care needs, would enhance program efficiency
without compromising quality of care.

Encourage states to utilize PACE as a means for transitioning Medicaid eligible
beneficiaries residing in nursing homes back to the community.

This could be accomplished, for example, under the Money Follows the Person
demonstration by (1) allowing an enhanced federal match to apply to the PACE Medicaid
capitation payment for PACE program participants who are nursing home residents at
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enrollment and who, with the support of the PACE organization, transition to community
residence; and (2) requiring states to make an enhanced payment to PACE organizations
for these individuals.

DEMONSTRATIONS MAY BE AN IMPORTANT WAY TO EXPAND PACE AVAILABILITY

NPA and its members are in the process of developing several demonstration proposals

we will share with CMS and hope they will implement. These voluntary demonstrations will

allow PACE organizations and their states to test significant modifications to current PACE

requirements and evaluate their implications for participant and program outcomes. This series

of voluntary demonstrations is designed with two goals in mind: (1) to foster PACE expansion

without compromising quality, outcomes and accountability and (2) to identify specific

opportunities for future, additional regulatory changes that will encourage many more

prospective providers and states to pursue PACE. Following are the ideas that we are developing

and plan to submit to CMS in the near future.

1.

A demonstration allowing PACE organizations to enroll individuals under the age of 55
who meet their states’ eligibility criteria for nursing home level of care.

Under this demonstration, PACE organizations would be required to provide
comprehensive, coordinated, accountable care but would have substantial flexibility to
implement modifications to current PACE regulatory requirements in order to best meet
the needs of this younger population.

A demonstration to allow PACE organizations to enroil high-need. high-cost
beneficiaries, as defined by states, who may not yet meet their eligibility criteria for
nursing home level of care and currently are not well served.

A demonstration to reduce PACE organizations’ reliance on the PACE Center as the
primary location for the delivery of service and expanding PACE organizations’ use of
alternative care scttings and contracted community-based providers.

A demonstration to test expanded use of alternative care settings and expanded use of
contract providers would allow CMS, states and PACE organizations to evaluate the
impact of these significant changes on a vatiety of participant outcomes, including
quality of care and overall program viability.
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4. A demonstration that would allow interested PACE organizations to implement
alternative approaches to providing Part D drugs to their PACE participants.

The administrative requirements associated with Part D have been extensive, particularly
in light of PACE organizations’ size and core competencies as provider entities.

5. A demonstration with the objective of increasing Medicare-only beneficiaries’ enrollment
in PACE.

Currently, the vast majority of PACE participants are eligible for both Medicare and
Medicaid benefits, The small number of Medicare-only participants enrofled in PACE
pay a monthly premium equivalent to the Medicaid capitation amount and a Part D
premium. We would like to test alternative approaches to PACE program design, use of
community-based physicians, and premium-setting with the objective of encouraging
Medicare-only beneficiaries” enrollment in PACE.
CONCLUSION
In closing, we once again appreciate the opportunity to testify before the Subcommittee.
As mentioned, PACE is a tangible program with a proven track record of providing high quality
care to the frailest segment of the dual-eligible population. While not all dual-eligible
beneficiaries require the intensive services provided by PACE, for the individuals who do, PACE
is a good alternative to permanent nursing home placement. PACE is community-based,
comprehensive, and fully accountable for alt risk. The PACE community would like to

contribute to state and federal governments’ efforts to improve health care for more dual-eligible

individuals, and we look forward to working with you on these activities.

10
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PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY (PACE)
KEY RESEARCH FINDINGS: QUALITY CARE, IMPROVED HEALTH, COST-EFFECTIVE

Singe its first program began 30 years ago, PACE has been the subject of over a hundred health care articles. In many of
these, tesaarchers have examined a range of facfors to determine whether the community-based, comprehensive and
accountable care offered by PACE providers delivers quality care, improved health, and value for the health care system.
This chart summarizes key research findings demonstrating PACE effectiveness in delivering gold-standard care for older
adults, and ways its approach can be a model for others locking to improve the health care system.

Key Findings

k Supparting Research

‘PACE is sffective and efficient in
treating individuals with muitiple and
complex heaith care needs

PACE was ane of three chronic care models identified that include processes that improve the
effectiveness and efficiency of complex primary care. Four processes present in the mast
successful models of primary care for community-based older aduits who have miltipls ehronic
conditions, including PACE, are: 1) development of a comprehensive patient assassment that
includes a complete review of all medical, psychosocial, ifestyle and valugs issues; 2y creation
and implementation of an evidence-based plan of care that addresses all of the patient's health
needs; 3) communication and coordination with all who provide care for the patient; and'4)
promotion of the patient's {and their farily caregiver's) engagement in their own heafth care.
Boul, C. & Wieland, G.D. (2010} Comprehensive primary care for oider patients with
multiple chronic conditions: *Nobody rushes you through.” JAMA, Vol 304, No. 17, pp. 1937-
1943,

Caregivers and participanis rate
PAGE high in satisfaction

Key Findings

The findings document a comparatively low annual rate of disenroliment from PACE (7%),

suggesting that enrollees are quite satisfied with the care they receive. There is no increase in

disenroliment risk by age, functional or cagnitive impairment, Medicaid efigibility, or diagnoses.
Temkin-Greener, H.; Bajorska, A.; & Mukamel, D.8. {2006). Disenroliment from an
acuteong-ferm managed care program {PACE). Medical Care, Vol 44, No. 1, pp. 31-38.

PACE participant satisfaction levels and family membericaregiver satisfaction levels are high
{96.9% - 100%) among enroflees of PACE organizations in Tennessee.

Damons, J. {2001). Program of Al-lnclusive Care for the Fidery {PACE) Year 2 Qverview.
Long Term Care, Bureau of TennCars, Tennessee

Supporting Research

PACE participants report they are
healthier, happier and more
independent than counterparts in
gther care settings

AU.S. Depariment of Health and Human Services study found higher quality of care and batter
outcomes among PACE participants compared to hame and community-based sérvice (HEBS)
clients. PACE participants reported: 1) better seif-rated health status; 2) better preventive cate,
with respect to hearing and vision screenings, flu shots and pneumococcal vaceines; 3) fawer
unmet needs, Such as getting arqund and dressing: 4) less pain interfering with normat daity
functianing; 5) Tess likelihood of depression; 6) and better management of healih care. Both
PACE participarits and HCBS clients reported high satisfaction with their quality of fife and the
quality of care they received.

Leavitt, M.; Secratary of Health and Human Services. {2009). Interim report to Congress.

The quality and cost of the Program of All-Inclusive Care for the Elderly. :
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PACE participants live longer than
envoliges in a home- and community-
based waiver program

This South Carolina specific study examined long-term survival rates of participants in PACE
and an aged and disabiled waiver program over a five-year period. Despite being older and
mare cognitively and functionally impaired than thase in an aged and disabled waiver program,
PACE participants hiad a lower long-term mortality rate. When stratifying for moriafity risk,
“PACE participants had a substantial fong-term survival advantage compared with aged and
disabled waiver clients into the fifth year of follow-up.” The benefit was most apparent in the
moderate- ta high-risk admissions, highlighting the importance of an integrated, team-managed
medical home for oider, more disabled participants, such as those in 2 PACE program.
Wieland, D., Boland, R., Baskins, /., and Kinosian, B. (2010). Five-year survivalin a
Program of All-inclusive Care for the Eidery compared with afterative instifutional and
home- end conmuniy-based care. J Geronfol A Biol Sci Med Sci. July: 85(7),

PACE reduces the need for costly,
fong-term nursing home care

g

The study found that, ‘Despite the fact that 100% of the PACE participants were nursing home
cerlifiable, the risk of being admitted fo a nursing home long term following enroliment from thie
community is fow." The risk of admission to nursing homes for 30 days or tonger was 14.9%
within 3 years. Based on this study of 12 PACE sites, fewer than 20% aof participants who died
spent 30 days or more in a nursing home prior to death.

Friedman, S.; Steinwachs, D.; Rathouz, P.; Buron. L.; & Mukamel, D. (2005).

Characteristics Predicting nursing home admission in the program of all-inclusive care for

eldery people. The Geranfologist, Vol. 45, No. 2, pp. 157-166,

PAGE prevents andlor significantly
reducés preventabie hospitalizations

in this Texas spacific study, the analysis concluded that despite the number and severity of
participant medical conditions, PACE saves Texas about 14% compared fo statewide costs of
reqular nursing home and medical care for the frail elderly. While PACE cares for a more frall
population than Medicare in general, PACE enroliees had fewer hospital admissions and stiorter
hospital stays, thus successfully preventing aveidable conditions that could require or lengthen
haspitafization.

Rylander, C. {2000} Recomr ion of the Texas Compirofler: Chapler 8: Heslth and

Human Services, “Expand the Use of an Effective Long-ferm Care Program.” Texas

Comptrolfier of Public Accounts, Ausiin, Texas.

PACE provides a 17% cost savings relative to the TennCare managed care
organization/behavioral health organization nursing facility system. inpatient hospitalization
rates are low, averaging 1140 days per 1000 and a 3.1 day average length of stay; an average
of 8% of participants received care in a nursing home.
Damons, J. {2001). Program of Alfinciusive Care for the Eiderly {(PACE} Year 2 Overview.
Long Term Care, Burcau of TennCare, Tennessee.

PACE enrolless had fewer hospital admissions, preventable hospital admissians, hospital days,
emergency room visits, and preventable emergency room visits than a comparable poputation
envollad in the Wisconsin Partnership Program.
Kane, R. L.; Homyak, P.; Bershadsky, B; & Fiood, S. {2006). Variations on a thems called
PACE. Journal of Gerontology Series A, Vol 67, No. 7, pp. £89-693,

The Massachusetts Divisian of Health Care Finance and Policy {DHCFP} evaluated the
effectiveness of the PACE program in keeping its enrollees welt and out of a hospital. PACE
was compared to & group of older adults who, like PACE program participants, were nursing
home eligible, but receiving care in a home or community rather than institutional setting, and a
sampie of pursing home residents. The analysis found that PACE inpatient days, average
length of stay, and outpatient emergency depariment visit rates were lower than the nursing
home group. PACE also showed lower rates of inpatient discharges, days, and emergency
department visits than the waiver group.

Division of Health Care Finance and Policy, Executive Office of Elder Affairs. (2005}, FACE

Evaluation Summary. Accessed on May 25, 2011 al:

hitp.Hwww.mass.gowEeohhs 2docsidhcip/ivpubs/08/pace_eval pdf.

A New York City specific study compared hospital and skilled nursing facilty utilization between
PACE and 2 Medicaid-sponsored, managed long-term care plan, PACE participants had fewer
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hospitalizations than the Medicaid pian enrollees. Medicaid plan members were more fikely to
be admitted to a hospital and experienced fonger stays.
Nadash, P. {2004). Two models of managed fong-term care: comparing PACE with a
Medicaid-only plan. Gerontologist, 44(5). pp. 644-654.

PACE produces Medicare savings

Total Medicare and Medicaid capitation payments are generally comparable to estimates of
projected Medicare and Medicaid fee-for-service (FFS) expenditures for PACE enroliees in the
year following enroliment. For this period, the study estimates Medicare capitation rates are 42-
46% lower than estimates of fee-for-service expenditures, while Medicaid capitation rates are
higher than estimated fee-for-service costs. The analysis, however, does not provide an overall
of the cost effecti of PACE to States. This would require the cost

experience of comparable pepulation followed for a longer time period; at a minimum severat
years’ post enroflment.

White, A., Abel, Y. & Kidder, D. (2000). Evaluation of the Program of All-inclusive Care for

the Elderly Demonstration: A comparison of the PACE capitation rates to projected costs in

the first year of enrollment. Abt Associates. Contract No. 5001,

Medicare costs for PACE and a comparative group were analyzed for a 60-month study period
and found fo be similar, suggesting Medicare capifation rates for PACE were set appropriately.
For Medicaid, PACE and the comparisan group costs were followed for only two years, and the
Secretary of Health and Human Services acknowledged that the abbreviated study period did
not include expenditures of institutional and end of ife care normally incurred by Medicaid later
in a person’s care frajectory.

Leavift, M., Secretary of Health and Human Services. (2009). Interim report to Congress.

The quality and cost of the Program of Ali-Inclusive Care for the Elderly. :

* This is the most recent government-sponsored study to objectively evaluate the quolity and cost of PACE. A complete and current PACE study that

examines savings to Medicaid and compares costs over a langer time period is needed.

For additional information, please contact Brenda Sulick at brendas@npaonfine.org or (703) 535-1521 or Chris van Reenen at

chrisvr@npaontine.org or {703} 535-1568.

The National PACE Association works to advance the efforts of Programs of All-inclusive Care for the Elderly (PACE) fo
support, maintain, safeguard and promote the provision of quality, comprehensive and cost-effective health care services
for frail older aduifs. More information on NPA and PACE is available at www.npaonline.org.

801 N. Fairfax Street, Suite 309, Alexandria, VA 22314 = (703} 535-1565; FAX (703) 535-1566 » www.npaonline.org
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BEE CARE OF THE AGING PATIENT:
FROM EVIDENCE TO ACTION

CLINICIAN'S CORNER

Comprehensive Primary Care for Older

Patients With Multiple Chronic Conditions
“Nobody Rushes You Through”

Chad Boult, MD, MPH, MBA
. Darryl Wicland, PhD. MPH

PATIENT'S STORY

In late 2004, Ms N was a 77-year-old retivee. She had
completed high school and worked for many vears as a
nursing assistant and a factory worker. Ms N lived alone
in a modest senior housing apartment in a middle-clas
urban neighborhood. She received income from Social
Security and support from her only child, a daughter who
lived nearby. Her health insurance consisted of coverage
by Medicare Parts A and B and her state’s Medicaid pro-
gram.

She had a history of hypertension with left ventricular hy-
pertrophy, peripheral vascular disease with a le{t below-
knee amputation, chronic obstructive pulmonary d
(COPDY, glaucoma, keratitis, osteoarthritis with chronic right
shoulder pain, and degenerative intervertebral disk dis-
ease. In conversation, she was alert, conversant, and ori-
ented to time, place, and person. Physical examination did
not detect abnormality of her heart, lungs, abdomen, ner-
vous system, or skin. She had a well-healed left tower tibial
stump and nonpalpable right dorsalis pedis and posterior
tibial pulses. Her seated brachial blood pressure was 100/78
mm Hg;: her intraocular pressures were 28 mm Hg (right
eye) and 21 mm Hg (lefi eye). Her routine red and white
blood cell counts, platelets, serum electrolytes, liver func-
tion studies, creatinine, and blood urca nitrogen values were
normal.

Despite having a lower-leg prosthesis, she was nonar-
bulatory and unable to shop, do housekeeping or laundry,
drive, or use public transportation. She required assistance
with food preparation, medication management, bathing,

Older patients with multiple chronic health conditions
and complex health care needs often receive care that is
fragmented, incomplete, inefficient, and ineffective. This
article describes the case of an older woman whose case
cannot be managed effectively through the customary ap-
proach of simply diagnosing and treating her individual
diseases. Based on expert consensus about the avaii-
able evidence, this article identifies 4 proactive, continu-
ous processes that can substantially improve the pri-
mary care of community-dwelling older patients who have
multiple chronic conditions: comprehensive assess-
ment, evidence-based care planning and monitoring, pro-
motion of patients’ and (family caregivers') active en-
gagement in care, and coordination of professionals in
care of the patient—ali tailored to the patient's goals and
preferences.Three models of chronic care that inciude these
processes and that appear to improve some aspects of
the effectiveness and the efficiency of complex primary
care—the Geriatric Resources for Assessment and Care
of Elders {GRACE) model, Guided Care, and the Pro-
gram of All-inclusive Care for the Elderly (PACE)—are de-
scribed briefly, and steps toward their impiementation
are discussed.

JAMA. 2070;304(17):1936-7243 WWW_JENTR.COm

and translerring in and out of her wheelchair and bed. Her
score on the Folstein Mini-Mental State Examination was
23 (out of a possible 30).

Author Affiliations: Johns Hopkins Bioomberg Schoal of Public Health, Baltimore,
Maryland (Dr Bouit); Palmetio Health Richiand Hospital, Columbia, South Caro-
fina {Dr Wieland}
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Ms N's prescribed medications incladed amiodipine, fu-
rosemide, potassium chloride, theophylline, albuterol, clo-
pidogrel, enteric-coated aspirin, gabapentin, and quinine sul-
fate. She saw a primary care physician and an ophthalmologist
regularly, She used a pill box to organize her medications,
but she missed some doses nonetheless. She no longer
smoked or used alcohol. She did not restrict her diet or en-
gage in regular exercise or physical activity.

During 2002-2003, Ms N had been admitted 1o several
hospitals and skilled nursing facilities for treatment of a rup-
tured lumbar intervertebral disk, Clostridium difficile coli-
tis, an exacerbation of her COFD, and an ischemic foot ul-
cer that had become gangrenous. She had undergone a
lumbar laminectomy, a left femoral-popliteal bypass pro-
cedure, a below-the-knee amputation, and prosthetic reha-
bilitation. She had received annual influenza vaccinations,
but no screening tests, Her multiple chronic issues caused
her daughter to refer her for eligibility evaluation to a local
Program of All-inclusive Care of the Elderly (PACE}, where
she was enrolled.

Ms N and her PACE primary care physician, Dr R, were
interviewed by a Care of the Aging Patient editor in Decem-
ber 2009.

THE PATIENT’'S NEEDS IN PERSPECTIVE

Ms N: T had [in 2004] poor circulation, an amputation, em-
physema, and avthritis in my vight shoulder. Thad a prosthe-
sis, but it just wasa't working, It made my stump not sore but
tender. 1 kept it off most of the time. I would ondy put it on if 1
had to go out.

Dr R: Her matin thing was that she had severe pevipheral vas-
cular disease and a left below-knee amputation. Her stump was
repeatedly breaking down, and she had very poor civeulation
in her vight leg. Plus, she had several other chronic discases,
and she took 9 prescribed medications,

Ms N is typical of the 10 million US residents who are
older, living with 4 or more chronic health conditions, and
in noninstitutional residences. Their Hves (and sometimes
their family caregivers’ lives) are dominated by diseas
related symptoms, disabilitics, tests, treatments, and visits

e-

to health care clinicians. Their care is very costly, account-
ing for 80% of the Medicare program’s annual expendi-
tures.'

Good primary care physicians are often overwhelmed by
the many needs for basic care in this population.” Medical
school and residency training typically address provision of
preventive services, care for acute ilinesses and injuries, and
diagnosis and treatment of 1 chronic disease at a time, How-
ever, many primary care physicians have not heen trained
to provide comprehensive care {ov patients with complex
needs who have multiple chronic conditions, prescription
medications, functional limitations, and a variety of health
care professionals providing their care.?

Primary care physicians therelore face a perplexing di-
temma—a steadily increasing number of chronically il pa-

©2010 American Medical Association. Al rights reserved.

tients, but little opportunity to collaborate with the nurses,
social workers, pharmacists, and rehabilitation therapists who
could help meet the complex care needs of these patients.
Underlying and exacerbating this crisis are 4 infrastructure
deficiencies: (1) most primary care physicians and many other
health professionals have not been trained to work in teams
to provide complex chronic care; (2) sophisticated health
information technologies, such as interoperative elec-
tronic health records, telemonitoring devices, and patient
portals that could facilitate the essential processes of chronic
care are not widely installed; (3) most current public and
private health insurers’ payment policies, which are based
on fee-for-service payments, do not support the supplemen-
tal services provided by the newer models for providing com-
plex chronic care; and (4) the payment for and the provi-
sion of medical and social services are separate and not
integrated,

As a result, mauy primary care physicians cannot facili-
tate the essential components of high-quality, cost-
cllective, complex care [or their chronically ill patients. Sim-
ply trying harder and working smarter cannot overcome these
fundamental obstacles.

The consensus of experis, based on currently available
evidence, indicates that high-quality, cost-etfective health
care for older patients with multiple chronjc conditions is
often associated with 4 concurrent, interacting processes that
transcend and support the diagnosis and treatment of in-
dividual diseases.

» Comprehensive assessment of all of the patient’s dis-
cases, disabilitics, cognitive abilities, medications, h catth-
related devices, other treatments, self-care hehaviors, health-
related lifestyle habits, psychological conditions,
environmental risks, family (or friend) supports, and other
resources—plus the patient’s relevant values and prefer-
ences for care.*?

 Creation, implementation, and monitoring of a com-
prehensive, evidence-based plan of care that addresses all
of the patient’s health-related needs in the context of the pa-
tient’s preferences.™®

« Communication and coordination with all who pro-
vide care for the patient, including specialist physicians, hos-
pital and emergency stafl, rehabilitation therapists, mental
health prolessionals, home care providers, social workers,
and community-based agencies (eg, adult day health care
[acilities, exercise programs, and suppori groups}—
especially during transitions between hospitals and other
sites of care.”

¢ Promotion of the patient’s (and caregiver's) active
engagement in his or her health care~—through self-
management classes (when available) and ongoing encour-
agement, direction, and reinforcement,™!

Unfortunately, mainstream primary care in the United
States in 2010 rarely includes these 4 processes; therelore,
patients with complex needs like Ms N often receive care
that is noncomprehensive, nonevidence-based, frag-

(Reprinted) JAMA, Noverpher 3. 2010—Vol 304 No. 17 1937

Downloaded from www jama.com at University of California - San Francisco on November 3, 2010



150

CARE OF THE AGING PATIENT: FROM CEVIDENCE TO ACTION

mented, and inefficient.’* Care is often {urther under-
mined by poor patient adherence’™'* and limited assis-

tance from families and friends."”

METHODS

The Evidence: The Effects of New Models

of Primary Care

We searched MEDLINE for English-language articles pub-
lished between September 1, 1999 and August 30, 2010, that
reported the results of studies about the effects of US mod-
els of comprehensive primary care {or older patients with
multiple chronic conditions. We used the search terms: pri-
mary health care, comprehensive health carc, patient care team,
care coordination, frail older adults, health scrvices, and out-
come assessment (health care). From the articles identified,
we selected those for which the abstract indicated that the
reported analysis compared an intervention group with an
equivalent concurrent control group to evaluate the effect
of the intervention on quality of health care, quality of life
or functional status, and the use or cost of health services.
We excluded articles that reported the use of weak study
designs (eg, historical controls), inadequate nuribers of older
participants with multiple chronic conditions, the use of un-
validated or unreliable measures, or inappropriate statisti-
cal analyses. We also searched the Web site of Math-
ematica Policy Research,'® which contracted with the Centers
for Medicare & Medicaid Services to evaluate the effect of
PACE on the quality of care.

RESULTS OF EVIDENCE REVIEW

Complete results of the studies meeting the inclusion cri-
teria are shown in the eTable (available at http//www jama
.com). A 12-month randomized controlled trial (RCT) mea-
sured the effects of home-based primary care among
participants 1966) who were terminally ill and those
who were not.” No effects on functional status (as mea-
sured by the Barthel Index or the Short Form-36 [SF-36])
were seen in either group. The nonterminally ill group had
significantly better satisfaction with care on a number of para-
meters and better caregiver-rated SF-36 scores, compared
with the control group. Caregivers in both groups reported
significantly higher satisfaction with care. Total health care
s for participants who received home-based primary care
e significantly higher than total costs [or those who re-
ceived usual care.

The Geriatric Resources {or Assessment and Care of
Elders (GRACE) model was evaluated in an RCT con-
ducted over 2 years (N=951)." During the first year, par-
ticipants receiving the GRACE intervention were signifi-
cantly more likely than control participants to receive a
[tu shot {74% vs 67%), newly identify a primary care
physician {81% vs 63%), have a [ollow-up primary care
visit within 6 weeks ol a hospital discharge (83% vs
54%), ncw}‘y receive a medication list (58% vs 38%), and
newly report having a health care representative or a liv-

1938 JAMA, Nuv

3, 20100l 304, No. 17 {Reprinted)

ing will (44% vs 17%)." Those receiving the GRACE
intervention were also morve likely to report the identifi-
cation of, referral for, and receipt of information about
geriatric conditions including dilficulty walking or falls,
urinary incontinence, depression, and hearing impair-
ment (audiology or ear, nosec, and throat clinic visits
among individuals with baseline impairment).

After 2 years, there were no differences between the groups’
performance of activies of daily living or instrumental ac-
tivities of daily living, $F-36 Physical Component Sum-
mary scores, days spent in bed at home, or satisfaction with
care, although the GRACE group's mean SF-36 Mental Com-
ponent Summary score was significantly better (treatment
effect [SE]=2.4 {10.5]1).% Visits to emergency departinents
were reduced by 17% (P=.03), but the groups’ admissions
10 hospitals and total health care costs were similar. Ina pre-
planned analysis of a subgroup of participants at high risk
of hospitalization (probability of repeated admission [PRA]
score 20.4), the GRACE group had fewer hospital admis-
stons in year 2. less cost related to hospitalization, more cost
related to chronic and preventive care, no difference in total
costs at 1 and 2 years, and lower total costs during year 3,
at 1 year postiniervention,”

Several effects of Guided Care were assessed in a clus-
ter RCT (N=904). Boyd et al*? used the Patient Assess-
ment of Chronic Hin Cave (PACIC) scale to measure
care quality as experienced and reported by participants.
After 18 months, participants were more likely 1o give
high-quality ratings 10 Guided Care than to usual care
(adjusted odds ratio JOR], 2.13; 95% confidence intetval
[CT1. 1.30-3.50). In the same study. participants’ family
caregivers 196) also completed the PACIC in rating
the quality of care provided to their care recipients,”
Again, Guided Care was rated more highly ou aggregate
quality and most of the PACIC subscales; caregiver strain
and depression did not differ between the groups. Using
insurance claims from the first 8 months of this same
cluster RCT (N=835), Lefl et al* found trends toward
reduced utilization and costs of health care by Guided
Care patients, but the differences were not statistically
significant. Marsteller et al® studied the eflects of Guided
Care on primary care physicians (N=49 physicians) dur-
ing the first year of this same cluster RCT. This study
found higher physician satisfaction with patient and fam-
ily communication and better physician knowledge of
patients’ clinical characteristics, but no significant differ-
ence in physicians’ ratings of other aspects of care.

PACE was evaluated in 1 cross-sectional time series and
3 cobort studies, each of which compared participants in
the PACE group with control participants who sere receiv-
ing different packages of medical and supportive services
it their local communities. In the cross-sectional time se-
vies (N=1285; 20 107 person-months, comparisons unad-
justed forany confounding),* PACE had significandy fewer
hospital admissions and preventable hospital admissions per
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thousand patients per month (35.7 v$ 52.8, and 8.6 vs 13.3,
respectively), as well as fewer total and preventable emer-
gency department visits, compared with a community-
based analog of PACE in which medical care was provided
by independent primary care physicians (eTable). Differ-
ences in the groups’ hospital days and average length ol hos-
pital stay were not statistically significant.

A G-year cohort study (N=1215) compared PACE par-
ticipants with similarly disabled Medicaid enrollees who were
receiving community-based supportive services.” The fi-
nal survey (2426 years after enrollment) indicated that PACE
participants had less pain and fewer unmet needs for assis-
tance in bathing, dressing, and getting around; the 2 groups
did not differ significantly in self-rated health, difficulty per-
forming activities of daily living, recent falls, weight loss,
unmet needs for help with toileting and getting out of bed,
and most behavioral problems (reported by proxies) and de-
pressive symptoms. Satisfaction with personal assistance and
the overall quality of medical care was similar. During the
year hefore the survey, PACE participants were less likely
to have been hospitalized and were more lkely to have had
a hearing screening, a vision screening, an inlluenza vacel
nation, and an advanced directive. PACE participants were
more likely to have had a nursing home stay—probably re-
flecting PACE's use of nursing homes for subacute, post-
acute, and respite care.

A 12-month cohort study compared the use of hospital
and nursing home services by participants in PACE and those
in a Medicaid-sponsored, managed long-term care plan
(N=2679)." PACE enrollees had fewer hospitalizations, more
nursing home stays, and shorter median tengths of stay than
participants receiving nurse-provided case management in
the managed care plan. Finally, a 5-year cohort study
(N=2040) found Jonger median survival among individu-
als enrolied in PACE than in those who received case man-
agement and community services. The dillerence was sta-
tistically significant among patients with high mortality risk
at baseline.”

Studies of other US models of comprehensive primary care
[or complex older patients reported isolated promising find-
ings, but they did not evaluate the outcomes required for
c 1% Modest findings were also iden-

inclusion in this review.
tified from studies of related models in 3 countries with global
health budgets: Canada,™ Great Britain,™ and the Nether-
lands. ™ These studies did not offer additional insights of value
o the US health care system.

ALTERNATIVE MODELS OF CARE

Based on the literature review, 3 comprehensive primary care
models appear to have the greatest potential to improve qual-
ity of care and quality of life for older patients with com-
plex health care needs, while reducing or at least not in-
creasing the costs of their health care: the GRACE model,
Guided Care, and PACE. Each represents a different ap-
proach 1o enacting the 4 primary care processes described

©2010 American Mcdical Association. All vights reserved.

previously, and each incorporates several of the structural
elements of the chronic care model for improving health-
related outcomes for patients with multiple chronic condi-
tions, >

How the Alternative Models Work
All 3 models are based on care by teans of prolessionals—
including primary care physicians, registered nurses, and
other health professionals—that are based in primary care
settings. Teams in all 3 models provide many of the same
services to older patients with complex health care needs
including

+ Comprehensive assessment

« Development of a comprehensive care plan that incor-
porates evidence-based protocols

« Implementation of the plan over time

» Proactive monitoring of the patient’s clinical status and
adherence to the care plan

+ Coordination of primary care, specialty care, hospi-
tals, emergency departments, skilled nursing facilities, other
medical institutions, and community agencies

= Facilitation ol the patient’s transitions from hospitals
1o postacuie seltings

+ Facilitation of the patient’s access to community re-
sources, such as meals programs, handicapped-accessible
transportation, adult day care centers, support groups, and
exercise programs

These models differ significanty, however, in other as-
pects of their structures and operations.

How the Aiternative Models Differ

GRACE. In the GRACE model, primary care physicians and
on-site support teams provide comprehensive primary care
for low-income older patients receiving care through com-
munity health centers (TaBLE). The support teams meet with
off-site geriatrics interdisciplinary teans to review each pa-
tient’s clinical status at least quarterly. ™ Most of the ser-
vices provided by the support team and the geriatrics inter-
disciplinary team (average cost= $103/patient per month)
are not covered by fee-for-service Medicare, Medicaid, or pri-
vate health insurance. Thus, primary care physicians’ op-
portunities to use the GRACE model are currently limited
to geographic areas™ where practices participating in re-
gional pilol tests or demonstrations of the “medical home”
or “advanced primary care” concepts might incorporate
GRACE resources to improve their care. Most ol these pro-
grams are heing conducted and funded by Medicare Advan-
tage plans, large employers, the Veterans Health Adminis-
tration, or private payetrs.

Guided Care. In the Guided Care model (Table), 2 w0 5
primary care physicians pariner with a registered nurse prac-
ticing at the same site, to provide comprehensive primary
care to 55 to 60 older patients who are at high risk for using
extensive health services during the following vear. This risk
is estunated by computing each patient’s hierarchical con-

{Reprinted) JAMA, Noverber 3, 200Vl 304 No. 17 1939

Downloaded from www jama,com at University of California - San Francisco on November 3, 2010



152

CARE OF THE AGING PATIENT: FROM EVIDENCE TO ACTION

Table. Models of Comprehensive Primary Care for Older Patients With Muttipte Chronic Conditions

GRACE

Guided Care PACE

Year program began 2002

2008

1990

cara clinician Estabished primary care physician

Estavlished primary care

PACE stalf physician®

physician

On-site advanced pra
and social worker, ite
geratrician, physical therapist,
mental heaith social worker,
pharmacist, commurity fiaisan

& rurse

Registered nurse

Registered nurse, social worker, physical
therapist, occupational therapist.
recreational therapist, pharmacist,
dlietitian, home care coordinator,
personal care aide, site manager

Service base Community-pased heaith center

Primary care office

Day health center

Patient eligibiity LLow-incomy

Higrarchical condition category

Certified as requiring long-term care

score in highast quadiie”

Frequency of contact Manthiy

Monthly

1-5 days per week

Services coverad by

Mechic: No¢

Ye

Madi No

RSOUTGES for A

ogram of Al-inciusive Care for the Eiderly.

dition category (HCC) score from the diagnoses on all health
insurance claims generated by the patient during the past
year. ™

Each Guided Care nurse completes a 40-hour online
course, earns the Certificate in Guided Care Nursing from
the American Nu Credendaling Center, and is em-
ployed by the practice. The nurse encourages patients to en-
gage in productive health-related behaviors by helping them
W create personal action plans, referring them 1o 6-session
chronic disease sell-management courses,* and using mo-
tivational interviewing® during their monthly contacts with
the patients. The nurse also assesses family caregivers and
provides them with educational material, suggestions, re-
ferral to community agencies, and emotional support.*’ De-
tails about the Guided Care model are available in print™
and on the nterner.”

The services of Guided Care nurses (average cost= $150/
patient per month) are not reimbursable under the fee-for-
service Medicare program, state Medicaid programs, or most
private insurance plans, Thus, as with the GRACE model,
primary care physicians’ opportunities 1o adopt Guided Care
are now limited to geographic areas where regional pilot tests
or demonstrations of the medical home or advanced pri-
mary care concepls are being conducted.™ Technical assis-
tance for primary care practices, including an implementa-
tion manual, a patient education booklet, and online courses
for nurses, practice leaders, and primary care physicians, is
now available. "

PACE. PACE provides many of the same care processes
as the GRACE and Guided Care models, although it differs
in terms of patient population, scope of services, organiza-
tion, and financing. Each PACE site serves local patients who
are aged 35 years or older and state certified as eligible for
nursing home care, but able (with PACE services) to con-
tinue living safely in the community. Like Ms N, most pa-

1940 JAMA, N
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tients {89%) are medically complex, low-income, and en-
rolled in both Medicare and Medicaid (ie, “dual eligibles™);
unlike Ms N, however, most have disabilities that are irre-
versible. Approximately haif have dementia, and more than
half are dependent on others to help them with at least 3
basic activities of daily living ¥

Each PACE site provides to its patients, either directly or
by contract, a comprehensive set of services: primary, spe-
cialty, emergency, hospital, hame, palliative, and institu-
tional long-term care; case management, prescription drugs,
dentistry, lahoratory tests, radiology, adult day care, trans-
portation, prosthetics, durable medical equipment, meals;
and for [amily caregivers, respite, education and support.
PACE participants ave transported by PACE vans from their
homes to the PACE day health center several times each week
for health care, education, and social activities. PACE cli-
nicians provide care in the PACE day health center and in
patients’ homes, ¢ ed living facilities, and nursing homes.
The PACE interdisciplinary team, which is based in the PACE
day health center, includes a wide range of health profes-
sionals (Table). The largest PACE organization currently
ser nearly 2400 patients, but most serve fewer than
300485

Each PACE site operates as a managed care plan that re-
ceives capitated payments rom Medicare and Medicaid and
uses these Munds to pay for all of the health-related services
required by its patients. Since 1997, PACE has been recog-
nized as a “provider” (as in physicians and hospitals) by the

Medicare program, and all state Medicaid programs have had
the option to recognize and contract with PACE organiza-
tions to provide care for eligible individuals enrolled inboth

attractive fea-

Medicare and Medicaid. Despite PAC
tures, operational challenges have limited its geographic reach
(recognition by 29 states) and aggregate (21000
patients).”"™ In contrast, 600 000 similarly complex, dis-
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abled persons receive supportive care at honie through Med-
icaid “aged and disabled” service programs,™ and 875 000
reside in nursing homes

THE PATIENT'S STORY, CONTINUED

Ms N metall of the local PACE program’s requirements. She
joined the local PACE in December 2004 and has received
all of her care there for the past 6 years.

in 2009]: We are picked up fram owr homes. The driv-
ers are patient and good with the seniors. The center has nice
hot lunches, coffee, tea, and snacks. The doctors are patient.
They have the time, and they give you the care you need. No-
body rushes you through. We also have music, brain words,
drawing, sculpting, singing, exercise, and meditation. We are
blessed to have all this.

Dr R: Ever since Ms N came to PACE in 2004, our physi-
cal therapist and I have paid close attention to her prosihe-
sis; we've worked closely with a prosthetist. Now I forget
that she has a prosthetic leg because she watks on it so well.
We have alse worked witl her on her lipids, her emphy-
sema, and her arthritis.

The Process of Chronic Care
For the past 6 years, PACE has provided Ms N with all 4 of
the concurrent, interacting processes needed to supple-
ment the prevention and treatment of individual diseases
10 produce high-quality, cost-elfective chronic care.
Comprehensive Assessment. Upon enrolling in PACE,
Ms N underwent a multidisciplinary assessment by the PACE
team: the medical director, a nurse practitioner, a nurse, a
social worker, a pharmacist, a physical therapist, an occu-
pational therapist, a dietician, and a nurse's aide. Besides clari-
{ying her medical diagnoses, this assessment revealed pre-
viously undiagnosed depression, a poorly-fitting leg
prosthesis, inadequately treated pain, suboptimal medica-
tion adherence, lack of exercise and social interaction, and
excessive intake of dietary sodium and fat.
Evidence-Based Care Planning and Implementation. Be-
ginning with published evidence-based guidelines, the PAC
team collaborated in drafting a plan, consistent with Ms N’s
goals for care, for optimizing each of her conditions and
health-related behaviors. Through the next several months,
the team consulted a prosthetist for revision ol her leg pros-
thesis and worked with Ms N and her daughter to rehabili-
tate the skin of her stump, begin physical therapy for her
shoulder and back pain, reduce her intake of hydro-
codone, improve her sleep, obtain a multidose medication
box to organize her daily doses, recognize and treat the carly
signs of bacterial respiratory infection, begin a mild daily
exercise routine, begin gradual reduction of sodium and fat
in her diet, and join several ongoing social activities with
other patients at the PACE day health center
Coordination With Other Providers. Building on
PACE's long-standing relationships with community pro-
viders, members of the PACE team collaborated with her

©2010 Amcrican Medical Association. Al rights reserved.

ophthalmologist and her prosthetist in providing Ms N’s
ongoing care.

Patient and Family Engagement in Scif-care. The PACE
nurse helped Ms N 1o begin exercising, modifying her diet,
and taking her medications consistenty. The program nurse
also provided Ms N’s daughter with information about Ms
N's health conditions and encouraged her to help her mother
fulfill her crucial role in managing her health at home, eg,
with proper diet, exercise, medication adherence, blood pres-
sure checks, and early treatment of respiratory infections,

Ms N's Results

Ms N [in 2009]: They got my prosthesis to fit so it’s comfort-
able. IUs no problem now. Most people don’t even know [ wear
a prosthesis. I only take it off when T'm ready to ge to hed. 1
love coming here. The nurses, the doctor, the physical thera-
pists, everybody who works here, we are just one big family.

DrR: Pve been carefully treating her lipids to minimize pro-
gression of her peripheral vascular disease; its been very stable
since I met her 6 years ago. Her emphysema and shoulder ar-
thritis have been well controlled, too. She’s had zero hospital-
izations since 've known her. At the first sign of trouble with
her COPD or skin breakdown, we sec her in clinic and start
treatment right away.

Six years after enrolling in PACE, Ms N continues to live
independently, exercising 3 times each week, limiting the
salt in her diet, and taking all of her doses of medication as
prescribed.

The skin on her left leg stump and her right lower ex-
tremity is intact. Her blood pressure, serum lipid levels, and
intraocular pressures are within the target ranges. The ar-
thritic pain in her spine and right shoulder is well con-
trolled, and her keratitis has resolved. She walks without
assistance, performs most of her activities of daily Hiving in-
dependently or with istive devices, and receives assis
tance only with shopping, transportation, heavy chores, and
bathing. She volunteers at the PACE center as a greeter for
other patients.

During the 2 years before she enroiled in PACE, Ms N
was admitted to hospitals several times for respiratory in-
fections and 3 major nonelective surgical procedures, after
which she spent many months receiving postacute wound
care and prosthetic rehabilitation in skilled nursing facili-
ties. During the 6 years after she enrolled in PACE. she has
visited the hospital only once for an elective outpatient ex-
cision of a lipoma. Ms N's case is anectlotal but illustrates
the ways in which the components of the PACE program
addressed her muliitude of issues in a systematic way-—
improving her independence and helping prevent hospital
and nursing home admissions.

CHRONIC CARE IN PRIMARY CARE PRACTICE

Primary care physicians without access to GRACE and
Guided Care options {or their patients have a [ew alterna-
tives. One is to refer eligible patients to a PACE site, il avail-
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able,” but referred patients must usually wansfer their medi-
cal care from their primary care physicians to PACE
physicians. Another possible action for clinicians in states
where PACE is a Medicaid-covered option is to support lo-
cal coalitions that seek to establish local PACE sites. Those
in other regions can urge their state Medicaid programs to
designate PACE as a covered option.

Primary care physicians without these options can refer
their chronically ill patients who need supportive services
to local resources such as Area Agencies on Aging, state-
sponsored home and community-based services {(for Med-
icaid recipients), and other community-based voluntary and
philanthropic service organizations. Unfortunately, such re-
ferrals seldom establish the bidirectional interactions be-
wween health care professions who provide medical and so-
cial services that are characteristic of GRACE, Guided Care,
and PACE.™

Finally, some primary care clinicians may wish to trans-
form their practices into medical homes, advanced pri-
mary caic praclices, ot accountahle care organizations that
can provide cost-effective complex services to their chroni-
cally ill paticats. However, such a transformation usually
requires hiring new staff, acquiring health information tech-
nology, supplemental training of physicians and office staff,
revamping workNows, and transicnt reductions in produc-
tivity. These costly changes generally are feasible only in the
context of pilot programs or demonstrations that provide
sufficient technical assistance and supplemental revenue to
offset the costs of transformation and the practice’s subse-
quent expanded clinical services. Many such pilot pro-
grams and demonstrations are in various stages of devel-
opment or operation.”™

As the United States implements new models of chronic
care, such as the 3 described here, more research is needed
to define the optimal methods [or identifying the patients
who will benelit most, for providing the essential clinical
processes, for dissemvinating and expanding the reach of these
models, and for paying lor excellent chronic care. Also nec-
essary will be significant advances in the education of health
care professionals and the managerial infrastructure that un-

derbies new models of care.

As progress is made, in part through initiatives launched
by the Patient Protection and Alfordable Care Act of 2010,
a growing cadre of US primary care providers will have new
opportunities to care for their chronically il patients more
effectively and efficienty. They will more nearly meet the
goals ol maximizing patients’ independence and function
and reducing the need for admission to hospitals and nurs-
ing homes,
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CENTERS FOR MEDICARE & MEDICAID SERVICES

Quick Facts about Programs of All-inclusive
Care for the Elderly (PACE)

What are Programs of All-inclusive Care for the
Elderly (PACE)?

PACE is a Medicare program for older adults and people over age 55 living with
disabilities. This program provides community-based care and services to people who
otherwise need nursing home level of care. PACE was created as a way 1o provide
you, your family, caregivers, and professional health care provi

-rs flexibility to megt
your health care needs and to help you continue living in the community.

An interdisciplinary team of professionals will give you the coordinared care you
need. These professionals are also experts in working with older people. They will
work together with you and vour family (if appropriare) to develop your most
effective plan of care.

PACE provides all the care and services covered by Medicare and Medicaid, as
authorized by the interdisciplinary team, as well as additional medically-necessary
care and services not covered by Medicare and Medicaid, PACE provides coverage
for preseription drugs, doctor care, transportation, home care, check ups, hospital
visits, and even nursing home stays whenever necessary, With PACE, your ability
to pay will never keep you from getting the care you need.

Who can join a PACE Plan?

You can join PACE if you meet the following conditions:
* You are 55 years old or older.

* You live in the service area of a PACE organization.

* You are certified by the state in which you live as meeting the need for the nursing

home level of care,
¢ You are able 1o live safely in the community when you join with the help of PACE
services,

Note: You can leave a PACE program at any time.
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PACE services include but aren’t limited to the
following:

¢ Primary Care (including doctor and » Adult Day Care
nursing services) e Recreational therapy
¢ Hospital Care o Meals
s Medical Specialty Services s Dentistry
¢ Prescription Drugs + Nutritional Counseling
e Nursing Home Care o Social Services
« Emergency Services * Laborarory / X-ray Services
* Home Care » Social Work Counseling
» Physical therapy e Transportation

s Occupational therapy

PACE

care professionals to improve and maintain your overall health,

Iso includes all other services determined necessary by your team of health

You should know this about PACE;

PACE Provides Comprehensive Care

PACE uses Medicare and Medicaid funds to cover all of your medically-necessary
care and services. You can have either Medicare or Medicaid or both to join PACE.
The Focus is on You

You have a team of health care professionals to help you make health care decisions.
Your ream is experienced in caring for people like you. They usually care for a small

number of people. That way, they get ro know you, what kind of living situation you
are in, and what your preferences are. You and your family pardcipate as the eam

develops and updares your plan of care and your goals in the program.

PACE Covers Prescription Drugs
PACE organizations offer Medicare Part D prescription drug coverage. If you join a
PACE program, you'll get your Part D-covered drugs and all other nec

medication from the PACE program.

Notes 1 you are in 2 PACE program, you don't need to join a separate Medicare
drug plan. I you do, you will lose your PACE health and presciiption drug benefis.
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You should know this about PACE: (continued)

PACE Supports Family Caregivers
PACE organizations support your family members and other caregivers with
caregiving rraining, support groups, and respite care to help families keep their

loved ones in the community.

PACE Provides Services in the Community

PACE organizations provide care and services in the home, the communin
the PACE center. They have contraces with many specialists and other providers
in the community to make sure that you get the care you need. Many PACE

participants get most of their care from staff employed by the PACE organization
in the PACE center. PACE cenvers meet state and Federal safety requirements and
include adult day programs, medical clinics, activities, and occupational and

1

physical therapy facilities.

PACE is Sponsored by the Health Care Professionals Whe Treat You

PACE programs ate provider sponsored health plans. This means your PACE
doctor and other care providers are also the people who work with you to make
decisions about your care. No higher authorities will overrule what vou, your
doctor, and other care providers agree is best for you. If you disagree with the
interdisciplinary team about your care plan, you have the right to file an appeal,

Preventive Case is Covered and Encouraged

The focus of every PACE organization is to help you five in the community for as
long as possible. To meet this goal, PACE organizations focus on preventive care.
Although all people entolled in PACE are eligible for nursing home care, only 7%

live in nursing homes.

PACE Provides Medical Transportation
PACE

center for activities or medical appointments. You can alse get mansportation ro

organizations provide all medically-necessary transportation w the PACE

;1})})()%{1““&‘2)[5 in the C()Iﬂlﬂuﬂii’)ﬂ
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You should know this about PACE: {continued)
What You Pay for PACE Depends on Your Financial Situation

If vou qualify for Medicare, all Medicare-covered services are paid for by Medicare.

If you also qualify for your State’s Medicaid program, you will either have a small
monthly payment or pay nothing for the long-term care portion of the PACE
benefit. If you don't qualify for Medicaid you will be charged a monthly preminm
to cover the long-term care portion the PACE benefiv and a premium for Medicare
Parc D drugs. However, in PACE there is never a deductible or copayment for any
drug, service, or care approved by the PACE ream.

For more information about PACE do the following:

¢ Visit www.npaonline.org on the web. This website is sponsored by the National
PACE Association.

E

o Visic www.medicare.gov/Nursing/Alternatives/ PACE.asp on the web,

s Call 1-800-MEDICARE (1-800-633-4227). TTY users should call
1-877-486-2048.

CMS Publication No. 11341
January 2008
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Arsuciatinn

PACE Organizations Across the Country

Current as of June 1, 2011

PACE Organization

Total Life Healthcare

Altamed Senior BuenaCare

Center for Elders’ Independence

On Lok Lifeways

St. Paul’s PACE

Sutter SeniorCare PACE

Rocky Mountain PACE

Senior CommUnity Care

Total Longterm Care

Florida PACE Centers

Hope HealthCare Services

Neighborly Care Network

Siouxland PACE

Midland Care PACE

Via Christi HOPE

PACE Baton Rouge

PACE Greater New Qrleans

Hopkins ElderPius

Elder Service Plan of Harbor Health Services

Elder Service Plan of the Cambridge Health Alliance

Elder Service Plan of the East Boston Neighborhood
Health Center

Elder Service Plan of the North Shore

Summit ElderCare

Upham’s Elder Service Plan

Care Resources

Center for Senior Independence

CentraCare

Life Circles

Alexian Brothers Community Services

Billings Clinic PACE

LIFE at Lourdes

LIFE St. Francis

Lutheran Senior LIFE

Total Community Care

ArchCare Senior Life

Catholic Health —~ LIFE

City

lonesboro
Los Angeles
Oakland

San Francisco
San Diego
Sacramento
Colorado Springs
Montrose
Denver
Miami

Fort Myers
Clearwater
Sioux City
Topeka
Wichita
Baton Rouge
New Orleans
Baltimore
Mattapan
Cambridge

East Boston
Lynn
Worcester
Boston
Grand Rapids
Detroit
Battle Creek
Muskegon
St. Louis
Billings
Pennsauken
Trenton
Burlington
Albuquerque
New York
Buffalo



NC

ND
OH

OK
OR
PA

Ri
SC

TN
TX

VT
VA

WA
Wi

161
PACE Organization

Comprehensive Care Management
Eddy SeniorCare

Independent Living for Seniors
PACE CNY

Total Senior Care

Eiderhaus

PACE of the Triad )
Piedmont Health SeniorCare
St. Joseph of the Pines
Northland PACE

McGregor PACE

TriHealth Seniorlink

Cherokee Eider Care
Providence EiderPlace
Community LIFE

everyday LIFE

LIFE — University of Pennsylvania School of Nursing

Life at Home

LIFE Geisinger

LIFE Lutheran Services

LIFE Pittsburgh

LIFE St. Mary

Lutheran SeniorLife

Mercy LIFE

NewCourtland LIFE

SenjorLiFE

PACE Organization of Rhode istand
Palmetto SeniorCare

The Oaks PACE

Alexian Brothers Community Services
Bienvivir Senior Health Services
La Paloma

The Basics at Jan Werner

PACE Vermont

AHCARE for Seniors

Centra PACE

Mountain Empire PACE
Riverside PACE

Sentara Senior Community Care
Providence ElderPlace
Community Care

City

Bronx
Schenectady
Rochester
North Syracuse
Olean
Wilmington
Greensboro
Burlington
Fayetteville
Bismarck
Cleveland Heights
Cincinnati
Tahlequah
Portland
Pittsburgh
Bethiehem
Philadelphia
Kennett Square
Danville
Chambersburg
Pittsburgh
Feasterville Trevose
Cranberry Twp
Philadelphia
Philadeiphia
Johnstown
Providence
Columbia
Orangeburg
Chattanooga
El Paso
Lubbock
Amarillo
Colchester
Cedar Bluff
Lynchburg

Big Stone Gap
Newport News
Norfolk
Seattle
Milwaukee
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PACE Policy Summit
SUMMARY AND RECOMMENDATIONS

On December 6, 2010, the National PACE Association {NPA) convened a policy summit in
Washington, D.C. Summit participants were health policy experts including federal and state
policymakers, health services researchers, and consumer and provider representatives. The
summit aimed to address three primary questions:

1. How can the Program of All-inclusive Core for the Elderly {PACE)} evolve and expand, building
on its track record of providing comprehensive, integrated, high quality care to high-cost,
high-need individuals?

2. What methods and measures can be used to evaluote PACE and compare it to alternative
care models focused on comparable populations? :

3. What are the opportunities for PACE as payers, providers, and leaders to pursue innovations
designed to improve the effectiveness of core, manage costs, expand community-based
alternatives to institutional care, and promote other positive changes to the heolth care
delivery system through implementation of the Affordoble Care Act {ACA)?

Ideos and recommendations of summit porficipants are presented in this summary. The format
follows the summit agenda, which began with a brief description of PACE and discussion of the
model’s current strengths and challenges. The remainder of the summit focused on identifying
oppontunities for PACE to leod, odvance, and evolve in the future.

S PACE Program of All-inclusive Care for the Elderly (PACE) Policy Summit
'\é/ R SUMMARY AND RECOMMENDATIONS
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PACE—AnN Innovation with a Successful
Track Record ‘

PACE is a comprehensive, fully integrated health care delivery system for frail, older adults.
PACE wos initially developed by On Lak, o community-based organization in Son Francisco,
CA, to address the shoricomings of an often fragmented health
care delivery system for older adults with complex medical @y

s a place wher
and long-term supparts and services {LTSS) needs. Based on It ] a p ace 11"18 €
comprehensive assessment af program participants’ needs, PACE gerzatrzc care is the

organizotions provide ond manage a full spectrum of services, norm and its the g()ld

including preventofive, primary, acute, and LTSS, regardless of the

type ar location. PACE organizatians are fully accountable for the standard.”
quality and cost of oll services provided, either directly by PACE
organization staff or by contracted providers. To be eligible far
PACE, individuals must be 55 or older; certified by the state as
requiring nursing home level of care; reside in a PACE service area; ond be able to live in the
community safely with the assistance of PACE at the point of enroliment. PACE arganizations are
spansored by a variety of different types of organizatians, primarily non-profits, including health
systems, free standing community agencies, haspices, community health centers, LTSS providers,
and hospitals:

PACE Strengths

Summit participants idenfified many strengths af the PACE model, noting that it ariginated as an
innovation in respanse to a specific need. In 1983, at the time of PACE’s origins, the health care
system was not equipped to support frail, older odults who wanted ta remain ot home and in
their communities—nursing home placement was often the only long-term option. To address
this need, On Lok, the first PACE program in San Francisco, developed the model and its key
components for which PACE is now recognized and valued. Because PACE’s core competencies
have proven successful in providing high quality care over time, other programs targeting frait
individuals may benefit from including components af PACE into their care coordination models.
These include:

* Comprehensive, Coordinated, and Continuous Care. PACE organizotions provide
person-centered, comprehensive, integrated care using an interdisciplinary team (IDT)
approach fo needs assessment and care planning. The IDT infegrotes care provided by
multiple, individual praviders into a single, comprehensive, individualized care plan that
takes into account program participants’ need for care 24 hours o day, 7 days a week, 365
days a year. PACE IDT members——physicians, nurses, therapists, social workers, pharmacists,
health care aides and others—deliver much of the parficipants’ health care directly, enabling

o PACE Program of Ali-inclusive Care for the Elderly {PACE) Policy Summit
‘\25/ ¥ SUMMARY AND RECOMMENDATIONS

~—PROE Folicy Summit Participras
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them to monitor changes in participonts’ heolth status and respond in a timely monner. The
PACE team also is responsible for managing services delivered by contract providers, such as
hospital and nursing home care, and medical specialty services.

+ Integrated, Capitated Financing. PACE integrates financing for people who are eligible
for Medicare ond Medicaid, receiving fixed, monthly payments for individuals enrolled in the
program. These payments are pooled at the program level, providing PACE organizations
flexibility to comprehensively address the needs of program participants. As a result, PACE
providers consider all care options, are not restricted by fee-for-service reimbursement
requirements, and have strong incentives to proadtively address each individual's person-
specific needs to improve health and reduce the need for acute care and long-term
institutionalization.

* Accountability. PACE organizations are fully accountable for the quality and cost of alf care
provided both directly and through contracted providers, os well as the consequences of not
providing needed services.

* A “Gold Standard of Geriatric Care.” PACE has focused on geriatric care, resulting in a
model with expertise in the assessment, ireatment, and care of older adults. As one summit
participant stated, “It's a place where geriatric care is the norm and it’s the gold standard.”
in PACE, primary care providers, working closely with other key members of the PACE
interdisciplinary team, have o crucial role in the delivery of medical care. PACE providers are
knowledgeable in geriatrics ond able to respond to their patients” multiple medical conditions,
health care goals and preferences, and follow their patients over time ond across settings.
The concept of the medical home is an integral part of the PACE model.

» Prevention and Timely Intervention. PACE participants maich the profile of some of the
costliest beneficiaries in both the Medicare and Medicaid programs. PACE organizations
improve upon the care these individuals receive in the fee-for-service system by emphasizing
preventive, primary and community-based care over avoidable high-cost specialty and
institutional care. PACE organizations develop comprehensive systems of care as an
alternative to the fragmented, poorly coordinated non-systems in which PACE-eligible
individuals often find themselves. The result is greater independence and improved
functioning in the community, and far less need for hospital, emergency room, and long-term
institutional care. )

» Transportation. Transportation for PACE participants is another covered benefit and key way
in which PACE supports participants ond their caregivers. Transportation is provided to and
from the PACE Center, as weli as to other appointments. Providing transportation also places
a driver, who has been trained to observe cues, in the home of the PACE participant. Drivers
can then report cues that may signol a change in health status or other changes that should
be monitored.

* Family Caregivers. PACE organizotions support family members and other caregivers with
caregiving fraining, support groups, and respite care to help families keep their loved ones in
the community.

o A E Program of All-inclusive Care for the Elderly (PACE) Policy Summit
: PAC SUMMARY AND RECOMMENDATIONS
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Over the post 25 years, as PACE has exponded to new communities under the sponsorship of
new organizations, these components hove established a track record of proven results. PACE
is recognized by palicymakers, health care professionals, and researchers as a madel

of care that achieves excellence for frail, older adults who wish to live at home, in their
communities. Currently, there are 75 PACE organizations serving over 23,000 people in diverse
communities across 29 states, in both urban and rural areas. PACE also is working with the
Veterans Administration to offer older veterans care ot up to twelve pilot sites across the country.

PACE Challenges

As PACE expanded, inifially os a demonstrotion and then as a permanent Medicare and Medicaid
provider, assuring its effectiveness relied on implementing the key components originated by

On Lok, which were eventually incorporated into federal and state

regulotory requirements. Several of these requirements, in addition  “PACE is viewed as a
to obstacles directly related to PACE operations, were identified as .

hoving contributed to PACE’s limited growth, and include: bounque nTOdel that

b >
» Start-up Costs and Prescriptive Regulations. High start-up cai’t be scaled UP~
costs for PACE, which are a consequence of: 1) the required L CE Baiicn R .
establishment af o PACE center, 2) the length of time necessary —-PACE Policy Summit Parficipant
to obtain regulatory approvals, and 3} the requirement to
provide many PACE services directly rather than through contracts with community providers

and physicians.

*  Marketing. Markefing challenges include a generol lack of cansumer awareness, the
inaccurote perception that PACE requires attendance at the PACE center, ond the requirement
that individuols often must give up their community physicians.

* Financial Risk. Many capable community-based orgonizations that could sponsor PACE are
concerned about the financial risk inherent in PACE’s fully capitated financing model.

« Cost Effectiveness. The absence of a comprehensive evaluation of PACE cost-effectiveness,
particularly Medicaid cost-effectiveness, that enables state ond federal palicymakers to fully
understand the positive fiscal impact of the program has hindered PACE exponsion.

+ Expansion of PACE Beyond the Dual Eligible Population. PACE has focused its enroliment
on low-incame individuals who are typicolly dually eligible for both Medicare ond Medicaid
with minimal success serving individuals with higher incomes. PACE could propose payment
alternatives that make PACE more attroctive to beneficiories from various income levels.

« Standardized Outcome Measures. PACE programs lack a standardized system o measure
outcomes, making it difficult for PACE ta compare outcomes across PACE programs and with
other LTSS praviders. PACE should work with CMS and other stakeholders to develop and
implement the use of standard outcome measures.

ok PACE Progrom of All-inclusive Care for the Elderly {PACE} Policy Summit
’\é/ R SUMMARY AND RECOMMENDATIONS
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PACE is seen as a successful, if not widespread, mode! of care by policymakers and researchers.
But, despite the program’s recent growth, summit participants noted that PACE serves a limited
number of older adults. The challenge for PACE is to renew the creativity ond energy that
characterized its initial development and to expand to meet the needs of growing numbers of
PACE eligible individuals as well as other high-cost, high-need populations. In meeting this
challenge, PACE can drow on the core strengths of its care delivery model, the expertise of its
leadership, ond the high esteem of those seeking to reform the broader heolth care system.

Opportunities in Health Care Reform for PACE

Health care reform seeks to oddress mony of the weaknesses in the current system that the

PACE model was originally designed to resolve: frogmented, often

duplicative delivery of services; lack of coordinotion and continuity “PACE iS exceptional
of care for persons with multiple chronic conditions ond functionat .
impairment; misaligned financial incentives; poor occess to geriatric because all ﬂw preces
primory care; and a reliance on institutional rother than community- gre there,”

based core. PACE is well-positioned fo capitolize on the new

opportunities provided by the ACA through: increasing access fo —PACE Policy Summit Panticipant
the existing PACE model, expanding the PACE model to serve new

populations, and octing as a resource to emerging care coordination programs that would fike fo
incorporate components of PACE into their models.

Increasing Access to the Existing PACE Model

For the frail, low-income, older odults thot PACE primarily serves, increasing the number and size
of PACE organizations would provide greater access to the type of fully integrated, effective model
of core intended by health care reform. Heolth reform and policy initiatives already underway
can support this growth through:

* Regulatory Reform. Assuring thot state and federal regulations allow existing and
developing PACE progroms greoter flexibility to try new operational and care delivery
approaches that would improve care, increase efficiency, and enhance consumer oppeal. For
example, expediting the regulatory approval process for new PACE programs wouid reduce
start-up costs and increase speed to market.

« Access to New Funding and Programs. Ensuring that PACE has access to new funding
and/or programs could enhance PACE services. Examples include the Money Follaws
the Person program, designed to help individuals residing in nursing homes return fo the
community; medical/health homes, designed to promate integrated primary care; the
Communily Living Assistance Supports and Services (CLASS) Plon designed to help individuals
receive the LTSS they need; and Community First Chaice, designed to caver hame and
community-based ottendont services as a Medicoid state option.

oo PACE Program of All-inclusive Core for the Elderly (PACE) Policy Summit
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» Consumer Education and Choice. Advising older adults, their caregivers, and their
physicions of their eligibility for PACE services upon determination that they require a nursing
home level of core would enable more consumers to determine if PACE is right for them.
Informing older adults of PACE os an option could be required of Medicare ond Medicaid
health plons, and incorporated into transitional care programs being developed to improve
outcomes for people who transition from one care setting to onother, e.g., from a hospito!
to a nursing home. Additionally, hospitols could provide information about PACE upon
dischorge. Finally, older adults can be informed of PACE as a care option through Aging and
Disability Resource Centers {ADRC) and organizations funded under the Older Americans Act,
including area agencies on oging and senior cenfers.

* Housing Integration. Locating PACE services in or near senior assisted/public housing
would improve residents’ access to services that would help them remain in their homes and
communities, and avoid permanent nursing home institutionalization.

Expanding the PACE Model to Serve New Populations

Because of PACE’s history in serving individuals with complex health care needs, expansion of
PACE to new populations could be beneficial. The PACE community and policymakers should
consider expanding PACE to enable additional populations to parficipate, such as:

. ComplexVCare Individuals. PACE strengths could be applied to high-risk, high-cost
populations beyond older adults. Services for people with complex care needs, such as
those with severe physical disabilities, mental iliness, and intelfectual disabilities, who
require nursing home level of care, could benefit from PACE services. These individuals use
significant amounts of emergency care and inpatient care, and PACE provides an excellent
opportunity for both improved outcomes and cost reductions.

* Medicare-only Beneficlaries. Currently, PACE con serve individuals with Medicare
benefits who are not eligible for Medicaid benefits. However, to date, these individuals make
up a very smali proportion of PACE enrollment. Developing payment arrangements that
make it offordable and attractive for Medicare-only beneficiaries to paricipate in PACE would
result in greater access to the program for this population.

¢ At-Risk Individuals. A subset of PACE services could be made available to people wha
are “at-risk” for nursing home placement due to the presence of multiple, chronic conditions,
functional disabilities, and/or cognitive impairments. PACE’s coordinated care mode! could
intervene to prevent avoidable complications and improve health status. Adaptations to the
PACE mode! may be necessary for at-risk individuals who do not require the full intensity of
services generally provided by PACE.

Incorporating Key Components of PACE into Emerging Care Models

PACE organizations can help providers adapt PACE components as well as aspects of its
operations to enhance the effectiveness af emerging care models and delivery systems included
in health care reform. Summit participants identified the following health reform initiatives as
ones that could benefit from incorporating components of the. PACE model:

o PACE Program of All-inclusive Caore for the Eiderly (PACE) Policy Summit
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* Health Reform Initiatives. New ACA models and initiafives attempting to reform heaith
care through delivery and payment systems could include PACE programs or specific PACE
componenis. Examples of these reforms are accauntable care organizations (ACO),
bundling of related services, shared savings, medical/heaith homes, independence at

- Home, care transition payments, and additianal pilats being developed by the Center for
Medicare and Medicaid Innavation, and the Federal Coordinated Health Care Office. PACE
arganizatians cauld pravide technical assistance regarding components such as coordinated
care, service integratian, or polypharmacy management for at-risk pafients.

* State Demonstrations to Integrate Care for Dual Eligible Individuals. PACE
organizations may want ta pursue their own demonstrations ar work with states that receive
federal grants to develap and test integrated care systems for people who are eligible for both
Medicare and Medicaid. PACE is experienced with this population, as over 90 percent of its
participants are dually eligibie for Medicare and Medicaid.

¢  Waorkforce. PACE provides an optimal setting for training of a full range of interdisciplinary
professianals in effective geriatric care. There is o critical need for more competency and
training in the treatment of frail, older adults, providing PACE with an opportunity to share its
experience with other organizations interested in geriatric care training.

* Preventing Elder Abuse. PACE can work with the Department of Health and Human
Services Coordinating Council and Advisory Board created by the Eider Justice Act to
identify and disseminate effective sirategies for preventing elder abuse. In particular, other
coordinated care models could benefit from PACE's experience in conducting background
checks of staff.

Recommendations: Using Health Care Reform
Opportunities to Advance and Evolve PACE

Bosed an the health reform-related opportunities for PACE identified above, summit participants
recommended several ways to advance and expand the program. These include new PACE
demonstrations, state and federa! policies, poyment alternatives,

PACE operations and communication, and research. “PACE is the epitome

1. Demonstrations of the medical home.”

PACE programs should work with the CMS Center for Medicare and --PACE Policy Summit Participant
Medicaid Innovation and CMS Federal Coordinated Health Care

Office to develop and implement demonstratians that would improve eligible individuals’ access to

PACE as well as expand PACE to new populations. Demanstration areas for consideration include:

*  Payment alternatives could be explared, particularly for pricing PACE services for Medicare
beneficiaries wha are not financially eligible for Medicaid.

ot PACE Program of All-inclusive Care for the Eiderly (PACE} Policy Summit
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= PACE progroms and/or services could be developed for other populations that would benefit
from comprehensive, highly coordinated care. One example is to expand the PACE model
to people with severe mental iliness, as previously suggested. However, the PACE model
would require a greater facus an services for people with mental iliness, staff competency
development, and development of an appropriate payment methodology. Because many
people with mental iliness may require the comprehensive care coordination offered by PACE
before they are 55 years old, lowering the eligibility age for people with mental iliness would
be an important consideration.

* PACE programs could operate as a health home for a broader population including those
with complex chronic ilinesses and those at risk of needing nursing home level of core. This
would require adjusting the clinical eligibility criteria for PACE ond developing payment
systems appropriate for those who are at lower levels of acuity, and operational changes to
the model.

¢ Medicare and Medicaid could work together to develop a reimbursement methoedology
that allows for the total savings achieved by PACE to be shared across both
programs. Considering the comprehensive costs and savings, relative to other care delivery
systems, would provide an incentive to states to expand PACE services to the extent that
these services demonstrated their ability to reduce costs for both the Medicare and Medicaid
programs. '

2. State and Federal Policies

» State and federal regulations to allow PACE greater flexibility to try new aperational and care
delivery approaches that would improve care, increase efficiency, and enhance consumer
oppeal.

¢ State policymakers should develop approaches to promote the availability of PACE stotewide.
This can be achieved through partnerships with providers willing to sponsor PACE progroms
ond a planned approach to determining the service areas that will be supported by each
program, States such as Pennsylvania, Virginia, and Narth Carolina can serve as models for
promoting statewide access to PACE services.

* State Medicaid budgets can promote PACE os a cost effective care option through
comprehensive, multi-yeor budgef allocations for LTSS, rather than single year allocations
targeted to specific provider types, e.g., nursing homes, doy care, home care.

* Stotes should consider PACE as o health home option. PACE organizations, working with
community-based networks of primary care physicians, could serve as health homes ta better
manage care for a chronically ill population. Through this support, PACE could expand
coverage to those who are at risk of needing o nursing home level of care, including persons
under age 55. This expansion af services would require a change in the current requirement
that PACE serve only those over age 55 and the nursing home eligible requirement for PACE
participants, as well as expedited enroliment processes. North Carolina has tested a similar
approach that could serve as a model.

o PACE Program of All-inclusive Care for the Elderly {PACE) Policy Summis
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Payment

State and federal grant programs for PACE start-up costs would expedite PACE development
and expansion, providing greater access to PACE services.

In some cases, states’ confidence in the cost-effectiveness of PACE might be enhanced by risk
adjusted payment systems for Medicaid beneficiaries. Such systems would link prospective
payment rates to the health status and specific needs of individual enrollees.

PACE could propose payment alternatives that make PACE more attractive for beneficiaries
from various income levels.

PACE Operations annd Communications

If PACE organizations choose to expand and serve different populations, they would need

to assure staff competencies related to the core of these individuols, such as those with
intellectual disabilities or mentol health needs. PACE organizations also would want to
establish effective partnerships with community organizations, such as residential care
facilities and vocational rehabilitation programs, and health professionals with expertise

in caring for these populations. Existing PACE organizations should pursue linkages with
community service providers that can support their current capacity to maintain people in the
community. These may include senior centers, transportotion providers, meals on wheels,
and exercise programs.

PACE orgonizations should explore the opplication of home health monitoring and
care delivery technology to increose the quality of care ond cost effectiveness of PACE
services. PACE programs also need advanced electronic health records to gather data
needed for monitoring program performance and demonstrating outcomes.

PACE organizations could encouroge their sponsoring entities to include key components of
the PACE model in their broader health care delivery systems and emerging care coordination
programs, e.g., accountable care organizations.

Research

Research is needed to identify the relative importance of key elements of the PACE model,
such as the composition and role of the interdisciplinary team and the use of PACE center
services, on outcomes and overall effectiveness. This research would inform the development
and implementation of voriatians on the PACE model.

Research is needed to identify reliable and appropriate outcome measures for PACE that can
be used to compare PACE organizations’ performance over time and to one another, as well
as to compare PACE performance with alternative care options. This will support policy and
payment actions related to PACE expansion.

Research is needed to examine the cost effectiveness of PACE organizations relative to other
care options, particularly capturing the longitudinal costs of care for the population PACE

Program of All-inclusive Care for the Eiderly (PACE) Policy Summit
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serves and the comprehensive costs of thot care, across all payers ond service seftings. Cost
eHectiveness research will need fo incorporate accurate comparisens of PACE costs fo
different service delivery program options.

=" Research is needed to understand how PACE could support older adults living in low-income
housing. These data would be used to develop appropriate co-location strofegies, outreach,
and services for this population.

Renewing an Innovation

Hauilth care reform presents o unigue opportunity for PACE to renew Hself through innovation and:
lead other organizations inferested in develaping care coordination models. PACE can build on ifs
origins as an innavative modet and its subsequent frack record of achieving outstanding results for.
the people in its care. As one summit participant noted, “PACE is tangible, real and not:
‘theoretical . .. ond it can be for all pepulations.” Policymakers and stakeholders should' -
lock to PACE wnd its core competencies as they seek fo promate care coordination and integration
cieross the entire health system,

‘PACE Policy Summit Participants

Judith Baskins, Director, Clinical Infegration, Palmetio SeniorCare; Robert Berenson, Fellow,
Urban tnstifute; Shawn Bloom, President/CEQ, National PACE Association; Greg Case, Director,
Office of HCBS, U.S. Administration on Aging; Jennie Chin Hansen, CEQ, American Geriatrics
Society; Sharon Donovan, Director, Division of Progrom Alignment, CMS Federal Coordinated
Heuolth Care Office; Judy Feder, Professor and Former Dean, Georgetown Public Policy Instifute;
Peter Fitzgerald, SVE Integrated Core Strategies, Volunteers of America, Inc.; Marsha Fretwell,
Medical Director, Elderhaus, tnc.; Vicki Gotilich, Senior Policy Attorney, Center for Medicare
Advocacy, Inc.; Enid Kassner, Director, Independent Living/LTC, AARP Public Policy Institute; Robert
Master, President/CEQ, Commonwealih Care Allionce; Kathryn McGuire, SVP of LTC & Senior
Services, Rochester General Health Sysiem; Anne Monigomery, Senior Policy Advisor, U.S. Senate
Special Committee on Aging; Carol O'Shaughnessy*, Principal Policy Analyst, National Health
Policy Forum; James Pezzuti, Principal, Sellers Dorsey; Paul Saucier, Director, Thomson Reuters;
Kirsten Sloan, Vice President, National Partnership for Women and Families; and Rebyn Stone,
Executive Direcior, Institute for the Fulure of Aging Services.

*Ex-officio

This project was supporied by a grcnit from The SCAN Foundation, dedicated to credfing a society
i which seniors receive medical treatment and human services that are integrated in the setfing

most appropriate fo their needs. For more information, please visit www.TheSCANFoundation.org.

The Nationa! PACE Association works to advance the efforts of Programs of All-inclusive Care
for the Elderly (PACE) to support, maintain, safeguard and pramote the provision of quality,
comprehensive ond cost-effective health care services for frail older adulis. More information on

NPA and PACE is available ot www.npaonling.org.
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Summary of Testimony ~ Shawn Bloom, President and CEQ, National PACE Association

Committee on Energy and Commerce Subcommittee on Heaith
“Dual-Eligibles: Understanding This Vuinerable Population and How to improve Their Care”
Tuesday, June 21, 2011

Introduction. There are nearly nine million individuals “dually”- eligible for both Medicare and Medicaid. Dual-
eligible Medicare and Medicaid beneficiaries often have muitiple, complex health conditions. As a cohort, they
are in poorer health and have lower incomes relative to other Medicare beneficiaries. PACE organizations
understand the dual-eligible population well. Almost 90 percent of PACE participants are dual-efigibles. PACE
exclusively serves the frailest subset of the duals: older aduits requiring nursing home leve! of care.

The National PACE Association (NPA} represents 76 PACE organizations in 29 states, serving over 22,000 frail,
older adults across the country. The vast majority of individuals enrolied in PACE have low incomes, significant
disabilities and chronic illnesses, and are dependent on others to help them with at least three basic activities of
daily living, such as eating, bathing and dressing. About half of PACE participants have some form of dementia.
Approximately 90 percent of PACE participants are 65 years of age or older, averaging 81 years of age, and 30
percent are 85 years of age or older.

My testimony will focus on three main areas: (1) PACE history and model of care, {2} barriers to PACE growth
and expansion, and (3) program enhancements and potential voluntary demonstration programs that could
help expand the PACE program and beneficiary access to PACE.

{1} PACE History and Modef of Care. On Lok Senior Health Services in San Francisco, California developed and
first implemented PACE in 1983 in response to the local Chinese-American community’s desire to provide
comprehensive medical care and social services for its elders without piacing them in nursing homes. The
federal government extended the program in 1986 to additional sites across the country through a
demonstration program. in the Balanced Budget Act of 1997, Congress authorized PACE as a permanent
Medicare provider and Medicaid state option. The Deficit Reduction Act of 2005 established a program to
expand PACE to rurai areas of the country.

The PACE program has three fundamental characteristics: {1} it is a community-based provider of care, focused
on supporting the ability of the frail eiderly it serves to remain living in their homes and their communities; (2} it
provides comprehensive, fully-integrated care; and (3} it is fully-accountable and responsible to its enrollees,
their families and the government for the quality and cost of care it provides.

{2) Barriers to PACE Growth and Expansion. Certain specific regulatory requirements, focused largely on
required processes of care rather than outcomes, have hindered growth and innovations to improve efficiency,
program growth and meet the changing needs of PACE enroilees, These include:

» High capital costs and long lead times associated with program start-up and expansion;

e Requirements that new PACE organizations assume full financial risk for all Medicare and Medicaid
covered services on day one of program operations. In contrast to large Medicare Advantage
organizations that are insurance entities, PACE organizations are small provider-based programs
with less opportunity to distribute risk across their enrolled population; and

* Enroliment in PACE is limited to individuals who are a minimum of 55 years of age and meet states’
eligibility criteria for nursing home leve! of care.
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(3) Program enhancements and potential voluntary demonstration programs that could help expand PACE
and beneficiary access to PACE. To overcome these barriers, we recommend the following modifications to the
PACE statute and regulation:

Program Enhancements

« Allow PACE organizations more flexibility in contracting with community-based primary care physicians.

* Permit nurse practitioners {NPs} and physician assistants {PAs} to conduct certain activities that are
currently assigned to PACE primary care physicians, in particular to perform participant assessments and
engage in care plan development, consistent with state law and regulation governing their scope of
practice.

s Without compromising PACE participants’ receipt of comprehensive assessment and care planning,
allow for more flexibility in the composition and processes of the PACE Interdisciplinary Team {IDT).

* Encourage states to utilize PACE as a means for transitioning Medicaid-eligible beneficiaries residing in
nursing homes back to the community.

Voluntary PACE Demonstrations

NPA and its members are in the process of developing several demonstrations. The following voluntary
demonstrations will aliow PACE organizations and their states to test significant modifications to current PACE
requirements and evaluate their implications for participant and program outcomes.

* A demonstration altowing PACE organizations to enroll individuals under the age of 55, who meet their
states’ eligibility criteria for nursing home level of care.

* A demonstration allowing PACE organizations to enroll high-need, high-cost beneficiaries, as defined by
states, who may not yet meet state eligibility criteria for nursing home level of care and currently are
not well served.

e Ademonstration to reduce PACE organizations’ reliance on the PACE Center as the primary location for
the delivery of service and expanding PACE organizations’ use of alternative care settings and contracted
community-based providers.

+ Ademonstration that would allow interested PACE organizations to implement alternative approaches
to providing Part D drugs to their PACE participants.

» Ademonstration with the objective of increasing Medicare-only beneficiaries’” enroliment in PACE.

Conclusion. PACE is a tangible program with a proven track record of providing high quality care to the frailest
segment of the dual-eligible population, and is a good alternative to permanent nursing home placement. in its
June 2011 report to Congress, the Medicare Payment Advisory Commission {MedPAC) stated: “Fully integrated
managed care plans and PACE providers offer the best opportunity to improve care coordination for dual-
eligible beneficiaries across Medicare and Medicaid services.” The PACE community would like to contribute to
state and federal governments’ efforts to improve health care for more dual-eligible individuals, and we iook
forward to working with you on these activities.

For additional information, please contact Shawn Bloom at shawnb@npaonline.org, (703) 535-1567; Brenda
Sulick at brendas@npaonline.org, {703) 535-1521; and Chris van Reenen at chrisvr@npaonline.org, {703} 535-
1568.
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Mr. PiTTSs. The chair thanks the gentleman and thanks the panel
for your opening statements, and we will now do a round of ques-
tioning and the chair recognizes himself for 5 minutes for that pur-
pose.

Mr. Millwee, as you know, States are generally not informed
about hospitalizations or prescription drug information for dual eli-
gibles. How important is Medicare data to States in coordinating
care and reducing costs associated with dual eligibles?

Mr. MILLWEE. Well, you are certainly correct. Without that data,
we can’t know the health condition of the dual-eligible member,
and I think it is going to be critical as the Centers for Medicare
and Medicaid coordination forms to provide States with that data
so that we can implement the disease management programs that
can be more cost effective if we were to have that data.

Mr. Pirrs. How does Texas share in the savings generated
through the STAR+PLUS program with the Federal Government?
How important is it for States to be able to share in the savings
generated by integrated care programs for duals?

Mr. MiLLWEE. Well, today we don’t share in that savings. The
program was put in place to serve the population absent the need
to share in that savings, and it has been recent that CMS was open
again to discussions with the State about potential gain-sharing ar-
rangements. So as we get that Medicare data, we believe that we
can take to CMS a proposal that will demonstrate that
STAR+PLUS has created savings not only for the State on the
Medicaid side but also for the Federal Government on the Medicare
side, so we will be developing a proposal to take to CMS.

Mr. Prrrs. Thank you.

Mr. Bloom, you wanted to talk about the benefits of PACE to
consumers. Please explain in more detail your idea to modernize
the PACE program to include alternative settings of care. And why
is the facility requirement a burden on the program today?

Mr. BLooM. Yes, you know, I think historically the PACE pro-
gram, if you drive by PACE program you will see what appears to
be a very large day center within which there is space for a medical
clinic, rehab, social services, personal care and possibly a kitchen.
It has been a very convenient kind of focal point of care organiza-
tion and deliver but what we have discovered over time is that the
ability of PACE to grow is somewhat geographically constrained by
the center. To the extent that we can begin contracting out, for ex-
ample, for day center services using existing infrastructure down
the street by an existing daycare provider would allow us to grow
the program without undertaking significant capital costs and set-
ting up a new center every time we want to expand our geographic
market. That is but one example, and I could certainly offer you
more.

Mr. PirTs. Thank you.

Ms. Hewson, you note in your testimony that the CCNC could
have saved the State of North Carolina approximately $1.5 billion
between 2007 and 2009, and that 100 percent of all Medicaid sav-
ings remain in the State. How are those savings shared with your
organization?

Ms. HEWSON. At this point they are not shared. It goes back into
the Medicaid budget. But we have been able to maintain provider
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fees at 95 percent of Medicare. So in a way, that is a way to pro-
vide the infrastructure building and sustainability, but the money
goes back into keeping the Medicaid program and dealing with the
State budget issues.

Mr. PirTs. Do you have more information on what portion of
those? savings are associated with the 80,000 dual eligibles you
serve?

Ms. HEwSON. I don’t have it on hand but we could certainly get
that information for you. We are missing some of the Medicare
data to be able to tell a complete story on the duals at this point.

Mr. PrrTs. How are the duals enrolled in your program? Is that
mandatory enrollment?

Ms. HEWSON. It is voluntary. They typically choose—they are
going to a provider that is participating with us, and oftentimes it
is the provider that encourages them to enroll because they can
then provide the wraparound support service of the care coordina-
tors.

Mr. PiTTS. Are the other 220,000 duals in North Carolina mostly
served through fee-for-service or are there other coordinated care
programs in the State to serve those duals?

Ms. HEwsoON. We have, I think, two PACE programs and several
in application and then there is the Medicare Advantage program,
a few of those, but primarily the rest are in fee-for-service.

Mr. PrrTs. Thank you.

Mr. Egge, in your testimony you note several beneficiary exam-
ples where the complexity and fragmentation of the system prevent
frail duals from gaining access to available services. You note that
fully integrated system could alleviate administrative barriers. Do
you believe such a system is a one-size-fits-all or do you believe
there could be a variation of models that could be used to help im-
prove beneficiary access to care?

Mr. EGGE. First of all, there is great variety in the experience of
people with Alzheimer’s and other dementias. Our suspicion is that
there could be very some important common elements that we can
use and design any kind of system, but at this point, innovation
and looking at different kinds of approaches and how they work is
very appropriate as we learn what is going to work best.

Mr. PirTs. The chair thanks the gentleman and recognizes the
ranking member, Mr. Pallone, for 5 minutes for questions.

Mr. PALLONE. Thank you, Mr. Chairman. I wanted to ask initial
questions of Ms. Hewson and also Mr. Bloom. In Medicare, we have
always maintained the principle that enrollment in managed care
plans is voluntary for all Medicare beneficiaries. So let me start
with Ms. Hewson.

As I understand it, your program of coordinated care, although
not a managed care plan, is voluntary for Medicare beneficiaries.
Is that correct, and how does that impact the program, that it is
voluntary?

Ms. HEWSON. Well, it is correct. I think by being voluntary, there
is probably less enrollment than if it was an opt-out program, but
typically they are enrolling because they want to have assured ac-
cess to a primary care physician that they go to, and that physician
is encouraging them so that they can use the resources of the net-
work that supports the physician in leading their care.
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Mr. PALLONE. And then similarly, Mr. Bloom, I know that the
PACE association has long believed that it is important to have
beneficiaries buy in through voluntary enrollment rather than re-
quiring dual eligibles into PACE. Do you want to comment on that
too?

Mr. BLooM. Yes. Dually eligible beneficiaries have the oppor-
tunity to opt in and out of PACE, and that has been the long-
standing track record within the PACE program since its inception.
Having said that, we have very, very low levels of disenrollment
which I think certainly aligns the incentives for us to keep our eye
on the quality and the satisfaction to the beneficiary.

Mr. PALLONE. And I note that in MedPAC’s chapter on dual eligi-
bles released last week, they said that many of the groups they
interviewed raised concerns about access to care for beneficiaries,
particularly individuals with disabilities who have established rela-
tionships with doctors already, and I just want you to know, I sup-
port efforts to get duals into better care relationships but we need
to be careful not to take away Medicare protections for the lowest
income Medicare beneficiaries because they are trying to access
help though Medicaid as well.

Let me go back to Mr. Bloom. We recognize that PACE is a spe-
cialized program focused on the very medically needy and the frag-
ile population so it not intended to nor would it be appropriate to
serve all 9 million dual eligibles but currently PACE organizations
have an enrollment of about 22,000 people nationwide, and while
we don’t know exactly how many people could theoretically be eligi-
ble, we know it is not 9 million but it is obvious that there are a
lot more people that you could serve. You described the desire of
PACE organizations to expand enrollment, can you just tell me a
little bit about what Congress could do to help PACE grow and the
cautions you have about growing too fast. You know that PACE
has long been supported by bipartisan members of the committee
but we want to make expansions that would work and help im-
prove care for people and not create problems.

Mr. BLooMm. Very good question, very good question. First off, I
think as Melanie testified earlier, it is very important to note that
the duals are a very diverse population. This ranges from the
young disabled to the elderly that are simply low income to the el-
derly that are frail to older individuals with intellectual disabil-
ities. It is a very diverse population. And I think based on our ex-
perience and experience working with other integrated-type pro-
viders, there are different approaches for different populations that
we need to look at. In the context of PACE, PACE is very well de-
signed for a very high-need, very frail, very functionally impaired
population. The examples I gave earlier with respect to barriers to
growth were really focused on the federal side.

I would argue that there are an equal number, if not a greater
number, of barriers that exist on the State side, one of which, and
I will just throw it out, in this era that we live in today, you can
get into a nursing home within a day typically. It often takes you
4 to 6 weeks to get into a community-based service program like
PACE. That is because of the eligibility determination process in
most States as well as some other administrative and other obsta-
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cles that exist. That is a significant barrier for growth in addition
to some other kind of State-specific examples.

Mr. PALLONE. What is your sense of how many additional people
could be helped, you know, could go into PACE if we made the im-
provements, you know, if we managed to do things that you are
suggesting to make it more accessible?

Mr. BLooM. Good question as well. You know, it is probably to
note, we are not a health plan. At the heart of PACE is the pro-
vider. We fully employ all—I mean, I think 90 percent of all care
is provided directly by PACE employees, physicians, nurses and the
like, so we are not going to be able scale each individual program
on par with the United Health Plan or other large commercial
health plans. Having said that, we do have programs that are as
large as 2,600 people. We have programs in Appalachia as small
as 40. So this is a program that can move large and small, so I do
think each individual program is capable of serving several thou-
sand people but I think you need multiple programs on the ground.

Mr. PALLONE. So theoretically, if you had a lot of them you could
handle a lot more people?

Mr. BrLoowM. Correct.

Mr. PALLONE. But they are going to have to be relatively small?

Mr. BLooM. The solution to PACE growth is not to scale upon
76 that are on the ground today but to replicate the availability of
the model throughout the country. The other witness testified, the
State of North Carolina has two on the ground. They are filling the
entire State with PACE. They will have 10 in development within
2 years. The State of Pennsylvania is another State where almost
the entire State is full. The State of New Jersey within 2 years will
probably have PACE available to every senior in the State. It takes
a lot of leadership on the State. It takes a long-term vision, and
I think it takes a strategic kind of approach to budgeting for Med-
icaid long-term care costs, which looks beyond the next 6 to 9
months, and that is difficult in this current era, admittedly. But I
think it is possible and you are seeing examples of that across the
States today.

Mr. PALLONE. All right. Thank you.

Mr. BURGESS [presiding]. The gentleman’s time is expired.

Let me just ask each of you, what we have heard from this panel
in various forms is the fact that an integrated-type model is pos-
sible and it does work seemingly every time it is tried. Is that
something that I understand? Although the programs may be dif-
ferent that we have heard about, they all basically involved an in-
tegrated model of care with someone being responsible for the pa-
tient. I will start with Mr. Millwee from Texas.

Mr. MiLLWEE. Well, I think you are right. There are integrated
care models out there, and what strikes me is none of these are
mutually exclusive. There is no best answer. We have the
STAR+PLUS program because it works for us. We also have PACE.
STAR+PLUS and PACE can coexist, or they work well together. I
am familiar with the North Carolina model and it could work very
well for Texas in a rural area where we have STAR+PLUS in
urban areas. So I think the answers are out there. I think States
have done a lot of work, a lot of innovative work on this very im-
portant issue for us because of the Medicaid expenditure and also
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Medicare is going to benefit from that too. So the models are out
there.

Mr. BURGESS. Yes, Mr. Bloom.

Mr. BLooM. Yes, I think that is exactly the answer. I couldn’t
agree more. The only thing I would add is that if you look at com-
mercial health plans which typically are the approach to inte-
grating care for the duals, they do receive integrating financing.
They attempt through their contract network to integrate care but
do they do a wonderful job I think at improving the coordination
of care for the most part but they often will carve-out long-term
care risk from their payment and that is the population we serve
so I think as Mr. Millwee mentioned, these are programs that work
very complementary, albeit for very distinct populations and seg-
ments of the duals. So if done right, I think Texas is a good exam-
ple, they have a very good vision for how they want this to roll out.
It provides great hope, great opportunity and also provides the
rights to service product for the right population based on their
unique needs at a particular point in time. But I do think this is
the direction to go.

Mr. BURGESS. Mr. Egge, obviously the Independence at Home is
a little bit difference but still it is care coordination. Is that not cor-
rect?

Mr. EGGE. That is right. With Independence at Home and other
models, our aim is not to create a certain silo just for those with
Alzheimer’s and dementia but to make sure that every system like
Independence at Home is fully dementia capable. Many people with
Alzheimer’s, for example, have greatly appreciated PACE programs
and their enrollment there, so we just want to make sure that
whatever systems are there, we fully recognize the importance of
dealing with cognitive impairment and the caregiver.

Mr. BURGESS. I just have to say, your story about the gentleman
with Alzheimer’s who also had diabetes who accessed care the best
that he could, that is a tough thing to listen to as a physician, that
someone could be exposed to that many gaps in their care in seem-
ingly a caring and competent environment of a major hospital
emergency room. That is just tough to hear.

Ms. Hewson?

Ms. HEWSON. I agree with the other panelists, other than I don’t
think just having integrated care assures that you are doing the
right thing. I think you have to have a delivery system that does
the right thing, and integrated care just is a way to align the in-
centives and the reimbursement strategies, and in North Carolina,
we are not yet aligned in the reimbursement strategy although we
are one of the 15 States that will be working with the coordinated
office to develop a plan along that line, but we also have a very
strong bias towards the medical home and keeping folks in the
community, you know, delivered primarily through primary care
providers is probably a model that has worked really well for us.

Mr. BURGESS. But primarily you do have to have—someone has
to be responsible for that patient’s care, and in my limited view of
the world, that is obviously a physician, a single physician, but
nevertheless, somebody has to be accountable for that patient’s
care on an ongoing basis.
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Well, what do you make of the fact that the MedPAC report from
this year, the current one, says less than 2 percent of all duals are
enrolled in some type of integrated care program? Are they just not
counting accurately because they are missing all of you out there
or is that truly that we are only capturing a very, very small per-
centage of the dual eligibles?

Ms. HEwWSON. I think MedPAC is counting when Medicaid and
Medicare are putting funding together as an integrated approach
which the PACE model is an example where both Medicare and
Medicaid are funding the care of that individual. Our program,
which serves over one million, is still a fee-for-service system so
none of our individuals are counted in the MedPAC report. So the
delivery system is integrated; the financing is not.

Mr. BURGESS. And what are the barriers to, or is there a problem
with it being a fee-for-service system? Does that work well for you?

Ms. HEwsSON. Well, I think you have to align the incentives.
There are still silos and there is cost shifting that occurs so I think
aligning the financial strategies and having, you know, Medicare
and Medicaid sharing in those responsibilities, taking care of, in
this instance, the duals is really important. So I think that is why
we wanted to be one of those 15 States to develop that integrated
model which aligns the integration with financing in addition to de-
livery.

Mr. BURGESS. Well, do you think more federal control is nec-
essary? I mean, could you do your job better with a bigger and
more powerful—

Ms. HEwsoON. Well, I think you have heard ours is very local.

Mr. BURGESS. Yes, I think so too.

OK. My time is expired. I will recognize Dr. Cassidy for 5 min-
utes.

Mr. Cassipy. The STAR+PLUS program, now, I am just trying
to understand it. Ms. Bella said that 70 percent of the costs of dual
eligibles in Medicaid is related to the long-term care aspect of it
and most of the Medicaid acute medical expense, is the wrap-
around for that which Medicare does not cover. It seems like your
savings are quite substantial if the—and I am not challenging, I
am just trying to learn—that the provider or the Medicare man-
aged care organization with which you are contracting, the only
place they can lower cost is in the Medicaid component of the acute
care. Is that correct?

Mr. MIiLLWEE. That is not the only place that have to manage
cost and achieve effectively better utilization. I think it is through
a number of mechanisms on the acute and long-term care support
side. Remember, we are talking in STAR+PLUS about the entire
aged, blind and disabled population. It is not just a model for dual
eligibles. So about 40, 50 percent are dual eligibles.

Mr. CAsSIDY. I see.

Mr. MILLWEE. So you have an acute care model of care that is
integrated with the long-term care and what the HMO will likely
do, particularly for the Medicaid that is aged, blind and disabled,
is leverage those less expensive community-based services to keep
them out of the more expensive acute care services, which is what
we both want to do. We want to keep people out of nursing facili-



181

ties and out of hospitals and sometimes a personal attendant will
do that for you relatively inexpensively.

Mr. CAssSIDY. So just for a specific example, if you can use your
Medicare dollar to get a personal attendant for a patient who is
pre-nursing home, if you will, then that can save money on the
Medicaid side, which would be a much greater expense, by using
the Medicare dollar to pay for a service that would not be available
under Medicaid. Is that a good example?

Mr. MiLLWEE. That is correct. In fact, you might use a Medicaid
cost to save Medicare money on the acute care side, and that is
what we need to work through with CMS to talk about how we can
leverage that to talk about some gain-sharing opportunities.

Mr. CassipY. Now, Mr. Bloom, although you said that you are
not a health plan, you really do appear to be a staff model HMO.
I mean, you are at risk, and you are using your own people. If you
will, you are the Kaiser Permanente of the frail and fragile. Is that
a fair statement?

Mr. BLooM. That is an absolutely fair statement, absolutely, and
I think we feel that burden every day in some of the requirements
that we have to shoulder with respect

Mr. CAssIDY. Let me ask you, I mean, because I only have a cou-
ple minutes, I don’t mean to be rude. So when you speak of going
beyond the duals into the Medicare only, again, effectively, you are
becoming a staff model HMO for Medicare patients?

Mr. BrLoom. Correct. I would argue, however, that what we are
suggesting is not all Medicare patients but those that we believe
are high need, high risk and need kind of a medical home.

Mr. CAssiDY. Now, next, I have been fascinated since Dr. Nelson
came from Baton Rouge to speak to her, and of course, we know
each other personally and I have read about your program, but I
have spoken to folks who criticize it and saying that really the cost
savings are not there. In your testimony, you gave an anecdote
which spoke of an individual but that when you actually kind of
run the numbers with a big spreadsheet, that PACE has not been
shown to save money. Is that a fair or unfair criticism?

Mr. Broowm. I think it is an unfair criticism. There have been de-
finitive government studies, two of which actually that looked at
the Medicare cost in PACE and found that at worst we were budget
neutral. On the Medicaid side, there has never been a definitive
longitudinal study of PACE cost. Having said that, we continue to
see States added to the list of PACE states. I think that what we
have told States from day one is to the extent you set your rates
appropriately, all of which are significantly below nursing home
costs, then you in the longitudinal measurement will save money.

Mr. Cassipy. Now, but again, maybe the criticism was that by
keeping people out of the nursing home but still getting nursing
home per diems, that again there are Medicaid savings that are not
realized. Now, again, I am channeling right now.

Mr. BLooM. I think what you are suggesting yes, our PACE rate
includes a component of costs that reflect the full risk that we are
assuming for long-term placement, and there are, you know, rough-
ly on any given day 7 to 8 percent of the people we serve are per-
manently placed in a nursing home at cost to us, not to the State.
So again, the true benefits of the




182

Mr. CASSIDY. So it is a cohort savings, if you will?

Mr. BLooMm. It is a cohort savings, so the State is literally in
many ways similar to

Mr. CassiDy. I am about of time. Sorry. Can you send those two
articles that you have?

Mr. BLooM. Yes.

Mr. Cassipy. Now, Ms. Hewson, the savings that you have, you
actually have your pediatric population in your CCN and you have
your duals in the CCN. You savings you describe are global. What
percentage of those are attributable to the dual eligibles? And that
is my last question.

Ms. HEwSON. Well, I would say a greater percentage are due to
the aged, blind and disabled, which include the dual eligibles, so
we have over 100,000 straight Medicaid aged, blind, disabled so
when we look at savings we are looking primarily at the aged,
blind and disabled that are straight Medicaid because we don’t
have all the data on the Medicare so we are missing some of the
hospital data in Part D and Part B data.

Mr. CassIDY. You have done a good job of analyzing your data.
Could you forward the more complete report on that?

Ms. HEWSON. Yes.

Mr. CAssiDY. Thank you. I yield back.

Mr. BURGESS. The gentleman’s time is expired. The chair recog-
nizes the gentlelady from the Virgin Islands, Dr. Christensen, 5
minutes for the purposes of questions.

Mrs. CHRISTENSEN. Thank you, Mr. Chairman.

I guess I have a pretty broad question that anyone can answer.
I probably would address is mainly to Mr. Millwee and Mr. Bloom
and Ms. Hewson. I know that minorities figure very disproportion-
ately in Alzheimer’s cases as well, but some of the sickest individ-
uals in Medicare and Medicaid of course are racial and ethnic mi-
norities, so can each of you tell me what percentage of your popu-
lation are people of color of those that you serve? Are the referrals
proportional to the need? Is more outreach needed and are you ex-
periencing the same positive outcomes and cost savings in the ra-
cial and ethnic minority population compared to the others?

Mr. MILLWEE. I don’t have those numbers with me today. I do
know that there is an equal benefit but I just don’t have those
numbers with me today but we would be glad to get those for you.

Mr. BLooMm. Yes, I can’t cite specific statistics but I am fairly con-
fident that the majority of people served by PACE are minorities.
I anecdotally note many programs where it is literally nearly 100
percent minority based on the neighborhood within which they
exist and the like, but I would be happy to get you the specific fig-
ures. But yes, it is a program that is focused on that segment of
the population.

Ms. HEWSON. We serve all the minority Medicaid population in
the State. We have all the safety-net providers participating in our
program, and in the medical home models when you actually look
at some of the quality performance metrics have been able to really
show improvement in disparities because if you are providing best
care for diabetes, you are doing it across the board for all your pa-
tients and so that has been a very rewarding quality metric that
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we have been tracking. I will be glad to send you more information
if you would like.

Mrs. CHRISTENSEN. Thanks. I know that they are there. We just
weren’t hearing about them, and I would expect that the models
that you are talking about would be improving the care across the
board.

Mr. Bloom, have you had occasion to look at or been asked to
look at the PACE model in any of the territories, and if you know,
do you foresee any barriers that would prevent you from setting up
one of the PACE programs in one of the offshore areas?

Mr. Broom. We did have some initial and very preliminary dis-
cussions with Puerto Rico a number of years ago. They didn’t
progress on anything constructive after that, however. Having said
that, we are always open, and I am not aware of any barriers to
expanding PACE into any of the territories and actually would
argue what little I know about the Medicaid program for the terri-
tories that I think it would be very mutually beneficial, so I would
be happy to talk to you about that.

Mrs. CHRISTENSEN. Everybody has talked about, you know, the
need for your programs and the fact that your programs are really
community based. One of the amendments that I was involved in
in the Affordable Care Act had to do with grants for community
health workers, and I was just curious as to whether you utilize
them in your programs. Mr. Egge, do you think that the commu-
nity health worker would be a program that would be of assistance
in care giving, even as the alternate caregiver in the Alzheimer’s
situation?

Mr. EGGE. Yes, we certainly found that is the case, that services
that are provided in the community by social workers and by oth-
ers can be tremendously important, especially at the early stages
of Alzheimer’s and other dementias while people are still able to
live quite successfully in the community if they have that kind of
support. We have found that is extremely important to well being
for both the individual, and if they are living with somebody else,
for their caregivers as well.

Mrs. CHRISTENSEN. Everybody uses community health workers?

Ms. HEWSON. In North Carolina

Mrs. CHRISTENSEN. Promotores?

Ms. HEWSON. Promotores, and with the self-management of
chronic disease, we engage lay community health advisors that ac-
tually live in the community that they are doing the chronic self-
management programs so they have been very, very beneficial.

Mrs. CHRISTENSEN. Thank you. I am always concerned that the
issue of quality of health care is often pitted against whether
health care costs—if you are bundling and trying to bring these
programs together, do you see any problems in moving forward to
ensure that the dual-eligible health care quality and access in the
health outcomes are not pitted against or held hostage to the
health care cost containment issues?

Mr. MILLWEE. Well, in STAR+PLUS, we believe that critical to
that is the external quality review organization where we aren’t de-
pendent upon just the State’s data, we aren’t dependent upon the
HMO data but have an independent source to verify and look at
the data that can measure, sure, the program is cost-effective but
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is it providing high-quality service or access to services where they
should be. So we believe that is critical, and as we learn more
about quality and its importance on the program to change the pro-
gram to respond to those concerns.

Mrs. CHRISTENSEN. Anyone else?

Mr. BLooM. I would simply say that in PACE, we are, as I men-
tioned, we operate at full financial risk for all Medicare, Medicaid
and medically necessary services with no carve-out, no copay, no
deductible, no benefit limitations. We are immensely motivated and
incentivized to provide good health outcomes. As the provider of
care and the bearer of risk at the end of the day we are account-
able, and it is truly in our best interest to get out in front of indi-
viduals’ care needs and so that is what perfectly aligns the incen-
tives within PACE.

Mr. BURGESS. The gentlelady’s time is expired. The chair now
recognizes the gentleman from New dJersey, Mr. Lance, for 5 min-
utes for the purposes of questions, please.

Mr. LANCE. Thank you, Mr. Chairman, and I yield my time to
you, Mr. Chairman.

Mr. BURGESS. That is very kind of you.

Let me just ask you, Mr. Millwee, since we have a little addi-
tional time, you have talked in your testimony about the service co-
ordinators, but some people look at that and say well, you are add-
ing personnel so you are going to be adding cost. How does that
work? How do you justify that?

Mr. MIiLLWEE. Well, some might speculate that would increase
cost but actually that service coordinator, remember, that service
coordinator is a clinical person who is working with that client so
that clinical service coordinator is actually a dollar saver in many
ways because they are identifying what that patient needs and how
to get that for them so that we can have those early interventions
so we don’t have the hospitalizations or the nursing facility admits
or the emergency department visits. So they literally pay for them-
selves time and again by having that intervention to make sure
that the people who need those services, whether they are Medicaid
or Medicare, that they are getting those things.

Mr. BURGESS. So you have demonstrable savings that you can
point to in your program in Texas?

Mr. MILLWEE. Absolutely.

Mr. BURGESS. And do you think that works in Texas, do you
think it would transition or translate to work on a national scale?

Mr. MILLWEE. Well, I think it could work in other States. I think
the model is transferable. I don’t think that people who are sick in
Texas are any different that much really than people in Wash-
ington or California but I think that they could—the model is com-
pletely transferable to other States.

Mr. BURGESS. Do you have, can you share data with the com-
mittee, not necessarily right now, but is there data that you can
share with us as to the actual dollar figures that have been saved?

Mr. MILLWEE. We certainly can. We can provide the committee
with that information.

Mr. BURGESS. And how do you get around HIPAA?



185

Mr. MiLLWEE. Well, we wouldn’t provide you with client-specific
data. We would provide you with deidentified aggregate informa-
tion that would

Mr. BURGESS. But more generally, how do the service coordina-
tors themselves, how do they navigate the system under the con-
straints of HIPAA?

Mr. MILLWEE. Well, they are working with the client as an agent
of the client, so they can

Mr. BURGESS. So they are fully integrated into it?

Mr. MILLWEE. They are fully integrated into it, so they are not
really burdened by HIPAA.

Mr. BURGESS. Generally, how do they monitor the day-to-day
health of a patient? Is it telephonic, or how do they do that?

Mr. MILLWEE. It is not high tech, it is high touch. It is people
talking to people, picking up the phone and talking to that person,
finding out how they are doing. We do use electronic health
records. A lot of the HMOs are moving to that. But it really comes
down to relationships and somebody caring about another person,
picking up the phone and calling them and seeing what they need.

Mr. BURGESS. That is what is so crucial, somebody caring about
someone else. And Mr. Egge’s story that still haunts me, you know,
somebody caring about someone else, that wouldn’t be happening.

Mr. MILLWEE. Right.

Mr. BURGESS. I am going to yield back the balance of my time
and recognize the gentleman from Massachusetts for 5 minutes for
the purpose of questions.

Mr. MARKEY. Thank you, Chairman Burgess, very much.

Mr. Egge, you did a good job in highlighting the important place
for Alzheimer’s patients in this discussion. More than 22 percent
of seniors with Alzheimer’s disease qualify for both Medicare and
Medicaid coverage. Often these seniors rely on Medicaid to pay for
expensive nursing home services. Since Alzheimer’s patients can
require constant attention, nursing home care for patients and Alz-
heimer’s can ultimately wind up being three times as expensive as
nursing home care for those without it. As a result of those costly
nursing home stays, in 2004 the average Medicaid payment for a
Medicare beneficiary over 65 with Alzheimer’s was nine times larg-
er than the average Medicaid payment for other beneficiaries in
the same group. As such, seniors with Alzheimer’s represent an ex-
tremely vulnerable portion of the dually eligible population.

I also have a particular interest in Alzheimer’s since my mother
passed away from it, which is why I created the Alzheimer’s Cau-
cus with Congressman Smith from New Jersey 13 years ago. I have
seen it firsthand and I know the incredible commitment that our
family had to make to keep my mother at home during that entire
period of time.

One ongoing problem is the disconnect between those in the med-
ical office seeing patients and those in the home caring for them.
In your testimony, Mr. Egge, you mentioned the bill that Dr. Bur-
gess and I have introduced, the Hope for Alzheimer’s Act, which
would encourage doctors to diagnose Alzheimer’s patients earlier.
After an Alzheimer’s diagnosis is made, the bill that allows care-
givers to be included in a conversation between doctors and pa-
tients to help plan for the disease and treatments. That conversa-
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tion would give caregivers and doctors a reason to be working to-
gether because it will be the caregiver who will help the patient re-
menllber their diabetes medication and avoid ending up in a hos-
pital.

In your testimony, you talked about John, who suffered from dia-
betes but because of his Alzheimer’s disease found it difficult to fol-
low his doctor’s instructions. As a result, he ended up in the emer-
gency room, and the doctors there were unaware of the Alzheimer’s
disease which created a struggle to provide further care. Can you,
Mr. Egge, explain how a formal and documented diagnosis of Alz-
heimer’s will help to improve care amongst different providers and
settings?

Mr. EGGE. Yes, we found from our experience that the docu-
mentation of Alzheimer’s or other forms of dementia is critical care
and it is critical to coordinated care. So the reason it matters is be-
cause you cannot provide appropriate care if you don’t know de-
mentia exists, and we talked about how that pertains of course to
how you handle instructions for compliance, for instance, whether
that can be directed to the individual or provided to a caregiver if
available or perhaps to a surrogate when not, so in that sense it
is fundamental. It is also fundamental when we think about docu-
mentation of the condition, the medical record, follows that person
with a well-functioning system from setting to setting. We know
that care transitions are one of the most risky moments for those
with Alzheimer’s and other dementias because of all the problems
that can happen, especially in a hospital setting and others as they
transition in and out. So it is critical to this committee that there
is that documentation, diagnosis and then documentation.

Mr. MARKEY. So this is an amazing number, but just one disease,
Alzheimer’s, last year cost the Federal Government $130 billion out
of Medicare and Medicaid. It is just an astounding number. You
know, it is about a quarter of the entire defense budget, and that
is just one disease, Alzheimer’s. How with the Hope Act support
caregivers and help provide them access to the resources they need
to care for their loved ones, to keep them at home and as a results
keep down the costs to the program?

Mr. EGGE. That is a great question, and one element of the Hope
Act in particular is groundbreaking in that it provides for the first
time for the health care provider to have consultations with the
caregiver, whether or not the individual with Alzheimer’s or other
dementia is present, which is extremely important because some-
times it is most appropriate for the conversation to happen in num-
ber of different ways, so we applaud that and it is built on the rec-
ognition of how important a caregiver is for these individuals.

Mr. MARKEY. Thank you, Mr. Egge. You know, it is $130 billion
now. By the time all the baby boomers have it, 15 billion, the bill
for Alzheimer’s will equal the defense budget. It will be about $500
billion or $600 billion a year. So I think it is also calling upon us
to increase the NIH research budget so that we can find a cure be-
cause ultimately we can’t balance the budget if we have a problem
like this that is on the horizon.

Thank you, Mr. Chairman, so much.

Mr. BURGESS. The gentleman’s time is expired, and actually that
concludes today’s hearing. I remind members they have 10 busi-
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ness days to submit questions for the record, and I ask that the
witnesses all agreed to respond promptly to these questions.
The committee is now adjourned.
[Whereupon, at 4:27 p.m., the subcommittee was adjourned.]
[Material submitted for inclusion in the record follows:]
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Opening Statement of the Honorable Joe Barton
Chairman Emeritus, Committee on Energy and Commerce
Sub Committee on Health
"Dual-Eligibles: Understanding this Vulnerable Population
and How to Improve their Care "

June 21, 2011

Thank you, Mr. Chairman for holding this important hearing to discuss dual

eligible Medicare and Medicaid beneficiaries. As a growing number of individuals rely
on both of these programs for their coverage, we must find ways to improve coordination
between federal and state governments to increase the quality and reduce the cost of

providing healthcare scrvices.

People enrolled in both Medicare and Medicaid tend to have the most complex,
chronic illnesscs and more difficulty navigating the health care system. As a result, their

healthcare often suffcrs which leads to unnecessary and more costly treatment.

An improved Medicare-Medicaid system will present a significant opportunity for
cost savings to the state and federal governments. This can be achieved by improving

care coordination and simplifying programs rules.

Congress should give states flexibility to develop innovative state-based solutions
to their healthcare needs. These coordinated plans must be incentivized to allow states to

share in the cost savings.

As 1 have expressed before, I am deeply concerned about the massive Medicaid

expansion under Obamacare, and the affect that it wil] have on state budgets. Medicaid is



189

unsustainable on both a federal and state level, and this overreaching legislation only

accelerates that fact.

[ look forward to hearing from our witnesses today so that we can get a better idea

how to address the inadequacies of these programs going forward.

Thank you, [ yield back.
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Rep. Lance

E&C - Health Subcommittee - Dual-Eligibles Hearing - Opening Statement - 06.21.2011

Thank you Mr. Chairman.

According to the Centers for Medicare and Medicaid Services (CMS), there are more than 9
million Americans who are eligible for both the Medicare and Medicaid programs, including
more than 200,000 in New Jersey alone. These so-called, "dual-eligibles" are the sickest, most

chronically ill individuals among all Medicare and Medicaid beneficiaries.

While dual-eligibles represent less than 20 percent of the enroliment of the Medicaid and
Medicare programs, they account for a significant amount of the programs’ expenses. Because
dual eligibles have significant medical needs they have a much higher per capita cost than other
beneficiaries. For example In New Jerscy dual-eligibles represent 21 percent of its total

Medicaid population but constitute 49 percent of the expenditures.

Because dual-eligibles have greater heaith care needs they also have the most difficulty in
navigating the health care system than other Medicare and Medicaid beneficiaries. As aresult,

their health often suffers and their treatment patterns become more costly.

According to CMS data, nearly 30 percent of the dual-cligible population is hospitalized during
the year, totaling almost 2.7 million hospitalizations. Of these hospitalizations, approximately 26

percent could have been avoided providing a potential savings of $5.6 billion.

Looking forward, this committee is faced with many challenges as we seek to improve the
integration and coordination of care for dual-eligibles while reducing costs to the Federal and
state governments and assuring beneficiary safeguards that will ultimately strengthen both the

Medicare and Medicaid programs in the years ahead.

I look forwaed to hearing the testimony today on how we can address these challenges.
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Statement from Representative John D. Dingell
House Committee on Energy and Commerce
Subcommittee on Health
“Dual-Eligibles: Understanding This Vulncrable Population and How to Improve Their Care.”
June 21, 2011

Thank you Mr. Chairman for holding today’s hearing focusing on individuals dually eligible for
Medicare and Medicaid. These nine million Americans represent some of our most vulnerable in
society — low~income, young and elderly, disabled or with multiple chronic conditions. Given
the often complex and chronic illnesses of this diverse population, they also tend to represent the
highest cost individuals in both Medicare and Medicaid.

In my home state of Michigan, the care for 204,000 dual eligibles costs roughly $7.7 billion.
According to Melanie Bella, Director of the Federal Coordinated Health Care Office, total
spending for dual eligibles care is estimated at $300 billion annually across both programs.

This is a tremendous cost for our states and-for our Medicare and Medicaid programs. It is clear
that as we begin looking at ways to improve the quality of care we are providing beneficiaries in
the Medicare and Medicaid programs, that we must also look to address inefficiencies in caring
for dual eligibles.

The Affordable Care Act took some initial steps to begin to improve care for dual eligibles
through the development of the Federal Coordinated Health Care Office to improve integration
between Medicare and Medicaid, as well as establishing the Center for Medicare and Medicaid
Innovation to test pilot projects to reform care delivery for these groups. My home state of
Michigan is one of 15 states receiving funding for such a pilot. The Center for Medicare and
Medicaid Innovation is also undertaking the “Alignment Initiative”, which will invite
stakeholders to help to identify and address any conflicting requirements between Medicare and
Medicaid.

1 commend the Administration for taking these initial steps to address the needs of this unique
population and T look forward to working with my colleagues on both sides of the aislc to find
ways that we can help to improve and coordinate the care dual eligibles receive today. While we
explore innovative approaches to caring for dual eligibles — whether through medical homes,
PACE organizations or integrated care management - we must ensure that any reform moving
forward protects the rights of these dual eligibles, while also helping them to navigate the health
care system in order to receive the care they need.
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Melanie Bella’s

Additional Written Questions for the Record
“Dual Eligibles”

Energy & Commerce Health Subcommittee

June 21,2011

The Honorable Michael C. Burgess

54% of duals have cognitive/mental impairment; (2.3 times higher than other Medicare
patients). Combined Medicare/Medicaid spending on duals with dementia is, at a
minimum, 30% higher than similar patients without dementia, but those costs rise up to
90% higher than those without, depending on medical conditions.

1. What impact do you believe this has on the costs of these patients?

Answer: People enrolled in both Medicare and Medicaid tend to have complex, chronic
illnesses, and are often some of the highest cost individuals within the Medicare and Medicaid
programs. Because Medicare-Medicaid enrollees must navigate two programs, they often
receive fragmented and uncoordinated care which may lead to poor health outcomes and more
costly care. Coordination between the two programs can improve the quality of care received
and the overall health of the Medicare-Medicaid enrollees.

2. What programs are available through Medieaid and Medicare to help treat mental
illnesses, and thus improve overall medical treatment and costs?

Answer: The Centers for Medicare & Medicaid Services (CMS) has many programs to help
treat mental illness and improve overall treatment and costs. Behavioral hcalth homes and
medical homes are two programs within the Medicaid programs that treat mental iliness and
improve overall treatment. Additionally, programs such as the Substance Abuse and Mental
Health Services Administration’s Assertive Community Treatment (ACT) are designed to
provide comprehensive community-based psychiatric treatment, rehabilitation, and support to
persons with serious and persistent mental illness. In addition to these programs, CMS offers
other programs through Medicaid State Plan Amendments and section 1915 (¢) waivers.

1 have cosponsored legislation with Mr. Markey to ensure that Medicare pays for
confereneing with family members about the many care options available and how to
access them. Informed families often are more comfortable keeping a dual family member
at home, thus keeping families together longer, and reducing the cost of hospitalization.

3. Would this help alleviate fears and help in training families to care for their loved ones
themselves?

Answer: The Medicare-Medi